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PREFACE

The 1963 Session of the General Assembly of Maryland passed Joint Resolu-
tion 61 which requested the appointment of a commission representing Baltimore City
and Anne Arundel, Baltimore, Carroll, Harford and Howard Counties to study and re-
port on existing mutual problems relating to the water, sewerage and sanitary
services in the Baltimore metropolitan district.

On May 1, 1964, at the suggestion of Governor J. Millard Tawes, the Re-
gional Planning Council appointed from within the Baltimore Region a fourteen
member body, later designated the Water and Sewer Special Advisory Committee. The
following persons were appointed to the committee:

Anne Arundel County Edward S. Corcoran, Chairman
' Joseph F. Collinson, Jr. 1/
: William A, Hasfurther
Baltimore City Charles ‘L. Benton
B. H. Griswold, III
Mrs. Janet L. Hoffman
Bernard L. Werner
Dr. Abel Wolman
Baltimore County Jervis S. Finney
Francis N. Iglehart, Jr. 2/ .
Albert B. Kaltenbach

Carroll County George A, Grier
- Harford County ' Wilson A. Heaps
Howard County David W. Force

This committee engaged the Stone & Webster Service Corporation to con-
duct the managerial and fiscal phases of the study and met with and assisted this
consultant periodically throughout the course of this study. :We would particularly
like to express appreciation for this assistance. Final responsibility for the
report and its contents, of course, rests with the consultant.

1/ Mr. Joseph W. Alton, Jr., succeeded Mr. Collinson
2/ Mr. Carville Akehurst succeeded Mr. Iglehart
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StoNeE & WEBSTER Service CorRPORATION
90 BROAD STREET

BOwLING GREEN 9-4224 NEW YDRK, NEW YORK 10004

April 19, 1966

Water and Sewer Advisory Committee of the
Regional Planning Council

Gentlemen:

We suﬁmit herewith our revised report on the financial and organiza-
tiohallaSpects df the Region's water and seﬁer.utilities. |

We believe that this report covers thé rathér complex subject matter
sufficiently well to be of some‘value to;the.Region. Its size 1s rather formi-
dable, and Somelmaterial of a rather specialized nature haslbeep included, which
may.not be of pérticular interest to each reader. If additional comment or ex;
'planation is dESired,'pleaée feel free to call us.

We are pleased to have béen given this assignment and wisﬁ to offer
our'thanks to the maﬁy péople'in the Regipn who.patiently and courteously helped

us in furthering the report.

Respectfully submitted,

STONE_& WEBSTER SERVICE CORPORATION

v

. F. X. Asselin
Vice President and Director -
of Special Projects

W. K. Strand
Chief of Project







July 8, 1966

Regional Planning Council
803 State Office Building
301 West Preston Street

Baltimore, Maryland 21201

Gentlemen:

On May 1, 1964 the Regional Planning Council created a "Water and Sewer
Advisory Committee'" of which I have the honor to be Chairman, for the purpose of
conducting a study of water and sanitary sewerage and drainage functions in the
Baltimore Metropolitan Area. The Committee was appointed at the request of .
Governor J. Millard Tawes to undertake the study set forth in Joint Resolution 61
of the 1963 General Assembly. :

On ‘September 11, 1964, the Regional Planning Council, upon recommendation
of this Committee, engaged the Stone & Webster Service Corporation, consulting firm,
to undertake certain studies basic to the work of the Committee. A detailed report
has been received by this Committee as representing. the final work of this contract
and is transmitted herewith to the Regional Planning Council. This report is en-
titled "Water and Sewer Utility Organization and Financing in the Baltimore Region,
April 1966'" by the Stone & Webster Service Corporation. Since the report is lengthy

"and technical, the Committee has asked Dr. Young to prepare a brief summary for your
" use. : - :

_ In submitting this report, it is emphasized that the Water and Sewer Ad-
visory Committee is not yet prepared to make recommendations concerning the program
and conclusions contained therein. It is the consensus of the Committee that the

‘report is a needed resource document and that it will be valuable to the Committee

in completing its .assigned responsibility.

Very sincerely yours,

' Edward S. Corcoran, Chairman

Special Water Sewer Advisory
Committee of 14
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GENERAL

Introduction

By the terms of an agreement executed on March 24, 1965, the Stone &
Webster Service Corporation undertook to "study all water-sewer systems in the
Region and make recommendations as to methods of modifying, integrating, ‘or -
otherwise improving the fiscél-managgment systems of the Region's utility
systems." - This report presents our comments and recommendations toward ‘this end.

Field work was begun in late March and was substantially completed by
mid-June of 1965. The remaining time was taken up with analysis of the dhté
colleéted and the formulation and testing of conclusions and recommendations.

Scope of Report

This report is but the latest of many studies and surveys of the"
Baltimore'Region's‘water and sewer utility problems. It is, by request, predomi-
nantly concerned with manageﬁent and organization and fiscal matters, and is not
intended to cover either engineering problems or procedural and operational mat-
ters. Occasionally it does touch on such items, uncovered in passing and worthy
of comment, and we have included.éur views merely as a possible aid to those con-

cerned and as a reminder that the scope of this survey is limited. It must not be

assumed by any means that what is not specifically mentioned in this report is going

along well without need for investigation and improvement.

A substantial portion of this report deals with the question of integra-
tion or partial integration of the water and sewer systems of the Baltimore Region.
Recommendations as to the future organizational gnd financial structures of these
utilities are set forth herein under appropriate headings.

Form of Report

Inspection of the table of contents will indicate what form this report

takes. It is unfortunate for the cause of a simple format that we deal with both
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water and sewer operations. The Regional picture is better understood if they-

are inspected separately; however, it is not always feasible to do this.

in order to avoid an éxceséive volume of nonproduqtive Verbiége, we
have declined to present a history of the growth and changes in. the several
utility systems, unless mention of some past change, peculiarity or agreement
is pertinent to the understanding of some phase of a present-day problem.
Excellent and accurate ﬁistories exist in much of fhe published background
material presented to us and it will be assumed that_those desiring such
background will have access to the same material.

The following six sections, up to and including'"éonclusions.and

Recommendations,"

form the basic text of the report. The remainingfive-sec-
tions are in the nature of appendices, covering specialized material which

may not be of prime interest to every reader.
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EXISTING WATER & SEWER OPERATIONS

General
The two following maps illustrate in general the existing water and sewer
coverage in the Baltimore Region; identifying eachiutirityfby3ite proper title”and
' affrliation. The service.areastshown must be considered'apprOXimate'ones as spur
'Iines'nay go out in a number of places and certainly not every spot within each
area is within several hundred feet of a water or sewer line.'
| Using 1960 census flgures, the populations and utility coverages in’ the

Reglon were as follows:*
'WATER

City of ‘Surrounding . _
Baltimore Counties . Total

Total Population 939,024 . 864,721 . 1,803,745

Population Served
Percent of Total
Population on
Interconnected System
Percent of Total

Total Population-
Population Served

- Percentiof Total

Population on
Interconnected ‘System

906,900
96.6%

906,900
96,.6%

* SEWER

939,024
938,400
99.9%

938,400
99.9%

- 536,100 -

62.0%.

357,600 .

41.4%

864,721 -

432,400

- .50.0% .

302,900

35.0%

1,443,000 -

80.0%

1,264,500

70.1% -

1,803,745
1,370,800
v 76 .0%

1,241,300 -
68..87%,

Percent of Total
As mlght be expected since the Clty of Baltlmore is still the popula-

tion center in th1s area and has had Jts own water system since the early 1800 s

and a Separate'sanltary sewer system since 1904 1ts utllltles prov1de the major

A
. s

coverage in the Reglon, extendlng well beyond the Baltlmore C1ty boundary The

follow1ng sectlon will descrlbethe pos1t10n held by the C1ty in water supply
and dlstrlbutlon

* From Technical Supplement to the Final Report of the Baltimore Metropolitan
Area Study Commission to the Governor of Maryland - September 1, 1963.




The Baitimorg_;ptegrated Water Systemi

Map 1 on the following page,shbws the extent of the city of Baltimore
water system. The g?id.service areé ié,shown by the dark color and fhe ulpimate
resale sefvice area (under the_control of others but using city-supplied water)
is illustrated by the dotted area. |
| Of:the 1,627,000 people presently estimated to enjoy public wéter supply
in the Region, 1,425,000 or 87.6% are served directly from the City grid system '
(as "City customers'") and an ultimate 1,462,000 or 89.9% of the total are served
with city-supplied water. In terms of volume, in 1965 84,571 million.ggllons,
or 93.5% of the total public water sent oﬁt iﬁto lines in the kegion wés col- .

lected and treated by Baltimore City.

Organiiation

This water utility is operated as a component (Bureau of Water Supply)

of the City of Baltimore Department of Public Works. It is unfortunately im-.
possiﬁlé-td considef the"orgénizétiqn and funcfional ope?ation.of the.Bureau
independently of the Départment of Public Works or even independently.bf.thé'
balance of the City Government. Some of the other Department of fublic'Works
Bureaus pfovidelimportant services to water supply and the Department as a
whoie reiies on othér City Dgpartments for finance, accoﬁnting, customer bil-
.'ling, purchasing, legal”services ana the like. lit will be éeeh_later that,
while,this complex- interrelationship provides some advantages, it.is also the
root cause of many of the problémé and Contfovérsies besettiﬁgatﬁe water (and

sewer) utility effort.




Retail service area
Wholesale service area
Non-integrated system .

Map |
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Structure of Bureau of Water Supply

The City's Bureau of Watér Supply is presently constituted as follows:

Division

Executive Direction
Consumer Service
Engineering
Distribution
Plant.improvement

Pumping

Purification

Watershed

Conservation

Most of the divisions are currently performing the activity described
by theirlname; a few, however, requife some explanation. |

.The Consumer Service Division takes new gnd changed customer applica-
tions,.handles complaints, maintains plots of mains, houée numbers and connection

numbers. It also handles meter reading and the subtractionms, but does no cus-

tomer.accounting°

The Watershed Division handles sanigétion, improveﬁents and reforesta-
tion on the three Qatersheds owned by the City, as might be expected, but also
operaﬁes a sawmill, which is cléimed to Ee more than self-supporting.. |

The Conservation-DiVision not only runs down main leakage, but also

(a) performs hydraulié studies (tests) on main and network segments as a service

Office Location

Ashbﬁrton
Ashburton
Ashburton

Park Terminal

_ Ashburton

Ashburton

Ashburton

Liberty Dam

Ashburton

. Operating Location.:, .

" Vernon Pump Station

Park Terminal
Ashburton Pump Station

Guilford Pump Station
Ashburton Filtration Plant
Montebello Filtration Plants
Watersheds

Park Terminal
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to the Engineering Division; (b) operates the meter test and repair shop and sets
and replaces all small and medium meters; and (c) has relatively recently assumed
the duties of maintaining and SOmetimeé.installing,remote rgaaing, telemetering
;nd ele;tronic equipment over the system.

Table 1 on the following page lists the total number of employees.

 Integration with Baltimore County

More or less as a payment to Baltimore County (along with $35,000) f::
appropriating its major sources of water in 1908,'the City of Baltimore agreed

to serve Baltimore County with water at cost;-,Thié'agreement'dates from 1922

‘'when Baltimore County had a population of about 80,000. Since that time the

L

: City (and more lately the County) has been constructing transmission and dis-

. tribution lines in the service area without regard to their common boundary

1ine.‘fA£ the present time it would be, in the oéinion of the engineers, al-
ﬁost.iﬁpossible'to valve off any.significaﬁt number of these gros;ing'mAins,
one regsoﬁ being that at various éonditidns of supply ana demand, fiow reverses
and Ealtimore City may find itself served from Baltimore County.

In short, the'Cdunty and the City are inextricably interconnected at

"all levels and it is out of .the question to consider disentangling them.

The Metropolitan District
By act of the Maryland legislature in 1924 a Metropolitan Sanitafy
District was formed'iﬁ,Baltimore County (indicated on map 1 by means of a 1ight

solid line). This District effecfively'encompésses the County area that enjoys

-public water and sewer service (plus a few areas that would like to enjoy it).

The District was éxpanded by a considerable amount this year, adding the entire

area from Harford Road south to Chesapeake Bay.'
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Unde; the present-day me;hod of operation, the Metropolitan District,
as it:pertains tb water serviqe,~is mere1y a corporate shell, purely financial
in ;haractér (with sevefal small excepﬁiqns). Being empowered with bonding ca-
pacity ué to 8% of ad valorem raﬁables within its 1imits,‘it is used to pgovide
debt money for the construction of ﬁater facilities useful to Baltimore County

both in the City and in the County. (The latter case is usually in the form of

'contributiqhs to a joint project with the Bureau of Water Supply.) .A more com-

- plete description of the Metropoiitan-piétrict will be found in the following

sections on integrated sewer operations.
The water customers in Baltimore County. are handled .as if they belong
to the Bureau of Water Supply, with the exception that they have different rates.

The Bureau collects the revenues and is obligated to reimburse the County ‘for the

difference between revenues and water ''cost". This latter figure.has been the
. 3 g

focal point of much argument between the two parties; with such points as what

~proportion of the City's Bureau of:Receipts'and Accounts and Disbursements should

be classed as proper charges against water customer billing and accounting.
As we undefstand.it,'the City contends that 57% of the time of its
émployees responsible for collection of water bills and the handling of other

receipts is chargeable to water supply and thus proportionately to Baltimore

_ County water service.. The position of Baltimore County is that not more than

40% of the time of such emﬁloyees_is applicable to this service. The 1aﬁtef

percentage'was recommended in thé report of Juiy 30, 1962 oﬂ_the_subjéqt of

~cost of furnishing water service to Baltimore County by City of Baltimore pre-

pared by Dr. Abel Wolman. and Ford, Bacon, & Davis, Inc. While other allocations

are necessary to determine 'cost" it is understood that. there were no substantial
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differences of.opinion between the City and County representatives 'as to these
calculations.. The City's financial:people, however, do not agree.with-this
report's findings. |
| About 3,000 customers in the Brooklyn park area of Anne Argndél,County
are ‘also served retail water by theiéity, bgt'with no égreement to return any ex-
cess revenues; what is collected is kept.by the City. In addition to this, the
Anne Arundel Public Works Department (formerly the Anne Arundel County- Sanitary
Commiséion) purchases water from the City for reéqle.

The Howard County Metropolitan Commission also buys.wholesalé water
from the Cify thrbugh two meters. -

Thé‘Baltimore Integrated Sewer System

Geperal

The Cit? of Baltimore also possesses a large central sewer collection
and treéatment setup which also crosses the city line, providing_seryice'to Anﬁe
Arundel,'Béltimore and Howard Counties. This crossover, however, is not in the
same category as that of water, since the major sewer lines generally follow
.small.valleys (uhless they are pregsﬁre lines) and are far fewer in number than
thé_water.mainsf Baltimore City ;herefore does not_proﬁide "retail® sefvice.to
Baltimore County customers who are served py.fhe Metropolitan Commission; in-
stead it deals with the several.sewer utilitiéé involved and fékes sewage on a
"wholesale" basis. :All mains and puﬁping facilitieé in the counties are Built
-and operated by them. | |

‘Extent

‘Map 2 following presents the area served by the integrated sewer utility.

The solid shading again denotes direct customer_fo-city plant responsibility and

mp N e



integrated service area
Non-integrated systems

. Map 2

&
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dotted areas indicate collection and treatment by others. (This map will shortly
be outdated when a substantial portion of Howard County will convert from tempo-

o

rary plants and send sewage to the - Clty )
Organization
The City's sewers are conétructed? maintained and operated by the Depart-

ment of Public Works, Bureau of Sewers. This Bureau is constituted as follows:

"Division ' . Office Location : - QOperating Location
Executive Direetion . Municipal Office Building

Maintenance'& Construction Franklin Street and " Franklin Street and
Calverton Road =~ =~ Calverton Road

Contract Construction Municipal Office Building
Design and Engineering Municipal'Office Building
Pumping & Treatment Work Municipal Offlce Building Back River Treatment Plant
' (Plant offlces at Plants) Patapsco Treatment Plant
: Eastern Avenue Pumplng
L .. - Station

‘The City of Baltimore built its_sewer system relatively late in 'life and

hence enjoys separate sanitary and storm drain systems, a rarity for old Eastern

cities.

What the Bureau of Sewers does not enJoy, howeuer, is freedom from storm
drain work which is assigned to 1t rather than to the Bureau of Highways, where
it would be found in most c1t1es.and counties.’ |

- Total number of emp10yees in the Bureau of Sewers is shown in Table 2

follow1ng

Baltimore County Water & Sewer Systems
General
As was br1ef1y mentloned on page 7 the Baltlmore County Metropolltan

District is at present a f1nanc1a1 geographlc shell. It was an operating utility
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prior to'1955 when the County Charter was implemented, involving a number of'opera-
ting reorganizations.

Now the Baltimore County Depértment_of Public Works perfofms the work Of.
the old District, with almost. all of the cost charged to three Metropolitan funds:
operating fund, sinking fund and constructioﬁ fund. As previously noted, tﬁe major
effort the County puts in'dn water supply is in design and construction. Once built,
water -facilities are generally maintained and operated by the City Bureau of.Water
Supply. 'Excéptions to this'ére three small unattended booster pumps fhat were in-
stalled to improve pressure in elevated areas (the Bureau of Water Supply refused
to consider these pumps) and a small isolated well éystem serving less than-100
homes in the Sunnybrook area.

Organization

The over-all organization of the Baltimore Counfy Public wOfks Department
is shown in the following chart. It will be noted by inspegtion of this chatt.that
the Department of Public Works is organized on a functional basis (i.é. a11.engineer;
ing in an Engipeéring Bureau, all watér and sewer operation and maintenance in a
Utility Bureau, etc.) .This is the direct opposite in qrganizational theory from,
say, the Howard or Harford Coﬁnty Metropolitan Commissions, where all required
functionslfrom eq;ipment maintenancé and.engineéring Ehrough law and accounfing are
grouped under one control in an integrated operaEion with one end product in mind.
The Anng Arundel County Sanitary.Commission was also an integrated pfopoéition prior
to its merger ingd the County wa under this yeaf's charter revision.

The City of Baltimore's DPW is a semi-functional organization, since much
equipment maintenance aqd all accbuntiﬁg are centralized elsewhere. The proposed

reorganiéation mentioned on page 26 would completely place it in a Baltimore County-

‘type functionalized position.
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The bulk of the utility operation is carried on by the Bureau of Utili-
ties and the Buréau of Engineering, with assistance from other DPW.B;;eaus, the
Department‘of Finance and other County sections such as purchasing, legal, etc.

The Bureau of Uti]itias.organization is presented in thé.fbiiswing chart.
Very few of these people are locatedvin the general.office (at the County Office
Buiiding in Towson). Most are in the Cenfral Yard (Cockeysville) with the balance
spreéd out iﬁto three other area yards, at Essex, Pikesville and Catonsville.

No méter readers are carried in‘the Bureau, as the City Bureau of Water
Supply reads‘all County water meters (with the exqeption of the‘60-odd in Sunny-.
brook which ére read quarterly by the Administratiﬁe Assistant).

The Bureau of Engineering's chart is shown next, Chart 3. While only

27 people are on the table of organization for water and sewer main design, an

equivalent of 95 people are being charged against the Metropolitan District Funds.

This breakdown as well as the equivalent people in all County functions charged to

the district are shown in Table 3.

Anne Arundel County

Prior to Juﬁe 30 of this yeér, utility operations in that paft.of Anne
Afuﬁdel Cqﬁnty not completely integrated with the Baltimore Bureau of Water Supply
were conducted by the Anne Arundel County Sanitary Commission. This was a ''stand-
ard" Commission sét up iﬁ accordance with Maryiand State Law and organized as shown

in Chart 4 following.

The New County Charter implemented July 1, 1965 abolished the Commission

and merged its departments into the County Department of Public Works. This merger
and reorganization (assisted by administrative personnel on loan from the Westing-

house Corporation) resulted in a structure similar to that of Baltimore County and
desired by Baltimore City, a so-called "functional' organization. The present or-

ganization is shown on Chart 5.
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BALTIMORE COUNTY

PERSONNEL CHARGED TO METROPOLITAN DISTRICT

Office of Finance

Front Foot Assessments
Other

Department of Permits and Licenses
Plumbing Code Inspection
Water, Sewer and Gas Licenses

Director of Public Works

General Administration’

Bureau of Engineering
General Administration

General Engineering

Testing Laboratory

.General Surveying

Design Administration

Sewer Main Design

Water Main Design

Developers' Design Approval
Maps and Records Maintenance .
. Contract Administration

ggreau of Land Acquisition
Rights of Way

Bureau of Operations
Utility Inspection :
Sewer Maintenance and Operation
Water Maintenance and Operation
General Administration
‘Pumping and Treatment Plant Maintenance and Operation
Sewer Conatruction
Water Construction

‘Bureau of Public Services

- General Administration
Land Development
Sewer and Water Extension Applications

Buréau'of Administrative Services
General Administration

Total

Table 3

Equivalent
People..

_Charged

13
15

17

38
109
13

43
17
14

Pl ]

—
o

o~
[OV)
(9%
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The distribution systems are not all connected one with the other.
Water customers are divided into nine Qistricts, the largest (the General group,
comprising'North Linthicum, Linthicum Heights, Ferndale, Glen Burnie and Brooklyn)

comprising about 16,100 of the 23,500 total. The other systems are

£

Pines ' Belvedere:Heights
Severna Park ) Patuxent
Gibson_Islend o | Maryieno_City
Riviera Beeoh' - fl 'Providence

The iargest of these is Riviera Beaoh.with about 3,100 connections end‘

the smallest is Providence with about‘25.
C Sewage customer groups number_four, with General (North'Linthicnm,.Lin_

¥
3

thicum Heights, Ferndale, Glen Burnie and Brooklyn) comprising 16,700 of tne total
of 18 900 and Maryland City, Patuxent and R1v1era Beach holdlng the balance

The personnel of the old Comm1331on (excludlng the Flnance and Legal

. Departments) numbered:as:follows:

Department - S ‘Employed ' Vacancies* - Total
Executive & Administrative- - . 8- - 8
Treatment 11 3 14
Operations - : ' . 27 8 35
Design . ' : ' 35 = 35
Construction & Maintenance 84 13 97

Tota1 165 24 189

* Average turnover Vacanc1es plus added positions sought at the time of the
reorganization. o '

{Tne absorption of the Coﬁmission'into_the County Public Works Department
did not materially alter the number of emoloyees assigned to water and: sewer work
per se,.but associated administrative policies have served_to reduce .the labor force.
The County'Councii Bill setting up the new Department of Public Works

Organization describes in moderate detail the responsibilities of each Bureau,
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and also empowers the Couhty Executive'to abolish or create divisions and sections
within queaus the better to éarry out,tﬁese responsibilities. lApbarently another
1egis1ativé act would be necessary to sﬁift a réspéﬁsibility from one Bureau to
another.

The Utility Operations Bureau ha; the reSponsibility for mino; construc-
tion and the operation, maintenance, insgéctioﬁ and repair of all water and sewaée
tfeatment plants and pumpinglstations, water sﬁo?age facilities, meters, mains,
fire hydrants and field ana laboratory testing, plus analysis of Qatgr and sewage.
Obviously the name of the Bureau is apt, as the work assignmen; is pureiy:Operative.

The Engineering Bureau has the follq&ing utility:as;igpments: the survey,

planning and design of water, sewer and drainage facilities for installation by de-

.partment personnel or contracted installations; the determination of the feasibility

of utility service extensions plus all inSpectioﬁlof'contractea instailations.

The Administration Bureau has among other thingé the duty of déyeloping
capital improvement progréms, maintaining liaison Qith other governmental agencies
and the study of assessments, rates and charges.

Several intérestiﬁg featurés pertaining to utility operations are included
in the new.Coun;y Charter. One states that if any utility operateslat a net iosg
for three consecutive years, the County Council must adopt a rate schedulé which
will produce revenues at least equal to expenéés.

~ Another feature is the Specific requirement for "enterprise accqunting”
for utilities. If it "confofms,té generélly acéepted principies of utility ac-
counting'" and is kept on anﬂaccfgél basis; this woﬁld require that Aepreciation
charges be made (as was done on.é paftial basis by thé San;tary Commission).

Along with enterprise accounting is the requirement to pay "taxes not actuall
prise g the require pay y

accruing but which would have accruéd had the utility not been County-owned, and

such taxes shall be paid annually into the general fund."
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It is obvious that the authorities in Anne Arundel wish the users of
water and sewer service to pay theéir bwﬁ.way and.n§t rely on a genefai fund tax
subsidy. | -

Anne Arundel County's sole water source other than its present small
purchases from the City consists of wells. It is recognized that this underground
supply will someday become inadequate. In the western end of Anne Arundél County,
rock is reached at a shallow depth and thg amount og water thaﬁlcan'be obtained for
any well is limited. Along the Bay, large pumpage rates could very Qell result in
salt water intrusion, as has been experienced by industries in Baltimore. .

Future increaseé in demaﬁd for Qater must of necéssity link Anpe.Arundel
closer to fhé integrated central system; An additional 20-inch line coming into
thelBrooklyn Park area is nearly complete; Water for Riviera Beach, the Marley
Neck industrial area and the Hog Neck Peninsula is aiready being obtained.from
the City but the extension of service must soon be curtailed because ofllimitea
supply. The City is now planning a new crossing under the harbor which could
supply Anne Arundel County_with a future maximum of approximately 50 MGD. Pre-
liminary planning is.also underway to make more Baltimore water available to the
entire qbrthernlend of the County following which the supply from existing wells
would be directed to the area south of Glen Burnie. |

An inspection of sewer service in this area indicates the problems
arising due to faulty coordination in long range planning. The northwestern
portion of Anné Arundel Codnty and sections of Howard County must discharge
wastewater into Baltimore County interceptors and this is then pumped into the
City system for furtﬂer transmission and treatment. Anne Arundel County, in the
Brooklyn area, discharges Airectly into the City system. The proposed Cabin

3

Branch system of Anne Arundel County is to be connected through a pumping station
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to the Cox Creek system but if planning were coordinated through a Metropolitan
system, the preferable solution would probably haﬁé been gravi;y discharge into
the City's Curtis Bay system. A sectioﬁ.of Baltimore City, eaét of Curtis Bay
and north of the Coast Guard, would probably be served best by pumping waste-
water to the Anne Arundel County Cox Creek plant. This.has beén acknowledged
by City engineers.

Carroll County

The.Carroll County Sanitary Commission was founded in April 1965. No
staff currently exists other than the three Commission members, advised.by the
Chief Sanitarian and the Administrative Assistént bf the Carroll County Commission.

A master plan was submitted by thé conéulting firm of Whitman,'Requardt &
Assqciates in December 1964, which form; the basic plan.of the.Commission's future
activities. The Céunty has included $25,000 in its 1965-66 budget as é loén to aid
in fufthering the operations of the Commission. |

‘Seven of the eight_incorquated towns in Carroll County supply water to
their residents, three provide sewer service, one has sewerage facilities under

construction and one is designing a sewer system.

Egpulatidn Trénds

..Carroll is a predominantly rural cdﬁnty with'buf one sizable town, West-
minster, the cdunty Sea;; with azpopulation'of'6,123 in'1960. The popdlatién trend
over the last thfee de;ades is. as follows: | |

1930 1940 1950 1960

Total County ' 35,978 | 39,054 44,907 52,785
Percent Increase. : - - : 8.5% 15.0% 17.5%
Town Population (1) 9,635 10,079 12,590 13,198
Percent of COunty . 26.87% . .25.8% 28.0% 25.0%

(1) The towns of Taneyfown, Sykesville, Manchester, Westminster, Hampstead,
New Windsor, Union Bridge and Mount Airy.
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It can be seen that thefe has been no great "urBanizing" trend, at least
within the preseht town lines.

The one town without either a municipal water or sewer sysfem is Sykes-
ville. This town and its surrouﬁding area happen to be located in the southeast
corner of the county, that section which wili be most affected bylencroaching
urban growth from Baltimore-Baltimore Couﬁty. While the total countylis under -
going a healfhy growth, the census district comprising Sykesville and the two
adjoining districts are growing at a faster rate, and the town of Sykesville

itself is growing faster yet.

1930 1940 1950 1960
Total County 35,978 © 39,054 44,907 52,785
% Increase . , - 8.5% 15.0% 17.5%
Sykesville Area ' 9,326 11,198 12,979 = 15,584
% Increase ' - 20.0% " 15.9% 20.1%
Sykesville Town 661 806 941 1,196
% Increase ' - 21.9% 16.7% 27.1%

In 1930, 1940 and 1950 this area almost exactly equalled in numgers the
total in the eight incorporated towns. In 1960, however, the Sykesville_area pulled
ahead by about 2,400. It must be notea that this gro%th is taking place with a
significant.porﬁion of the land area being taken up by Springfield Stgte Hospital,
PatapscolState Park and some of the Qatershed_of Liberty Reservoir. (On the other
hand, to some degree the growth in nqmbers in on the hospital grounds,'sinée nearly
5,000lpatients and staff are located there.)

While we understand that water and sewage disposal is now beginning to
pose a problem in this corner of the county, it should be obvious that it is going
to grow rapidly into é more and more serious problem. With individual septic sys-

tems in danger of polluting individual well systems (and conceivably also eventually
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tending to pollute Liberty‘Reservofr),'it appears that this area of three census
districts and over - 15,000 people should without delay be scheduled for central
water and sewer service.
The "Master Plan Report Number Four - Water and Sewerage" devised by

the Whitman, Requardt & Assoclates and adopted May 13, 1964 by the Carroll County
Planning and Zoning Commissron recognlzes this Sykesv111e situation and recommends
that "dur1ng the next 40 years" about hdlf of the No. 5 (Freedom) Census District
receive water and sewer systems, and also recommends that the fringe area surround-
ing Patapsco State Park and L1berty Reservoir undergo lot area control.. We concur
with the recommendations of Whitman, Requardt but reserve the comment that even the
comprehensive portlon of the1r bu11d1ng plan may be requlred well before 40 years
have gone by.l |

.One sourcelof-supply; economic only for the later development of this
area,.would be the Central System of Ba1t1more, through the Randallstown 5th Zone

The Bureau’ of Water Supply has c1ass1f1ed this as 1mp0851b1e wlthout reinforcement
of the Randallstown system.

Harford County

Harford bounty is served by a Metropolltan Commission very similar in
makeup to Howard County's. It was formed in m1d 1963, in_effect,taking over the
older, smaller sanitary”dfstrict in Edgewood,'formed in the mid;fifties. Thé
towns of Bel Air, Aberdeenland Havre.de Grace, and the army petitioned thellegis-

lature to be omitted from the district' and they were.

Organization
The Commission .is a very small operation at present, numbering but 12

employees at the time of our visit. They are organized as shown on Chart 6.
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The introducﬁion'of the County Director of Public Works into the Com-
mission picture was not an accomplished fact at the time of our §i§i§, bﬁt was
pending. The reasoningﬁ apParehtly, isi;p allow the County Qo&mission a sliéhtly
closer feeling of control éver ;he utility planning in this rapidly expanding area,
and also to.make_available from time'to time some of thé.now71acking facilities in

drafting, engineering, etc., that the County enjoys.

Water Supply.
| Takihg:the entire County into consideration, Harford is probably the
most self-sufficientlinlwater supply of all the five, with the possiblelégceptioﬁ
of Carro@l. | p |
Ihe District how has.an arraqgemeﬁt with Edgewpdd-Arsenal'to bﬁy water
and_treat.sewage. It is planned to withdraw from this interconnection by the.end
of 1967.
| As é."rigﬁtfof;way payment," Harford County is ehtitlgd to 10 MGD of:
raw water from the City's'Susquehanng aqueduct. é;me protracted negotiations
on the price of this allotment have beeﬁ recently completed. It is not likely
that tﬁe full amount will Ee utilized in the near future, bu; 1 MGb would have
béeﬁ degiréble some months ago. The Cqmmission wiil likély develop an al;erné-
tive source.. | . | |
Winters Run can be deﬁeléped.b& the'C;mmission to pfoVidg a ;afe.yield‘
of from 6 to 12.MGD,ﬂdependihg,on-the amount of wa;efshed control effort expended.
This creek is also a supply for Edggwood (abou£'4 MGD) and Bel Air (about 1 MGD).
Another optioﬁ is the damming of Deer C;eek, which would give a safe_yield of 15
to 20 MGD.- Aberdeen Pfoving Grdﬁnds is.néw taking.from 4 to 6 MGﬁlfrom Lower

Deer Creek.



Susquehanna Aqueduct

The Susquehanna Project, a City of Baltimore proposition in the magnitude

of $35,000,000, will evengualiyA(with all bumps installed) be able to deliver.300
MGD to the City system. Only 150 MGD of'pumping capacity is currently.instglled.
at the Deer Creek pumping station. This supply source will have the added behefit
of permitting the present reservoirs to be drawn down well below current pfactice,
before the more expensive pumping is cut in.

Howard County

The Howard Coﬁnty Metropolitan Commission, illustrated in Chart 7 follow-

ing, is a "standard" sanitary Commission employing 24 people. It buys its water

supply from the City and from the Washingfén SuBufban Sanitary Commissibn near
Laurel.

Sewage treatment is mostly through small temporary plants,'but the con-
struction program anticipates collection and treatment by the City system within
a year or so.

Thelplanned community of Columbia is ﬁoving.toward finality southwest
of Ellicott City, but‘is not expected seriously to disrupt the imﬁediate finéncigl
plans of the Cqmmission, as .the developers will install all mains, etc. It Qill
hasten iﬁcreases in operation and mainténancé costs as the Commission takes over
the running of the utilities.

Municipalities

In addition to the foregoing Bureaus and Commissions, the Region with
which we are concerned contains a number of incorporated towns with water and/or .
sewer service. These include:

Anne Arundel County _
Annapolis : ‘Water and Sewer
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Harford County _
Aberdeen - ' Water and Sewer
Bel Air " Water and Sewer
Havre de Grace . Water and Untreated Sewer
Joppatown . _ " Water and Sewer

Carroll County . :
Hampstead ’ ' Water
Manchester Water-Sewer Under Design
Mount Airy _ " Water
New Windsor Water-Sewer Under Construction
Sykesville ' No Service :
Taneytown ' Water and Sewer
Union Bridge ' ' . Water and Sewer

Westminster N C S Water and Sewer

In addition to thése towns, the military has fagilitigs aﬁ Edgewood
Arsenal, Aberdeen Proving Grounds and Fort Meadé; also various'étafe hospitals
and institutions have.ﬁater and sewér élants.of their own.

To the.extent that the muniéipélities have supplied us witﬁ material or
we have been able fo abgtract figures from publication such as"the.1963 Technical
Supplement*, we have inc¢luded them finénéiélly in our.studyf %ortunétely the
largest utility, Annapolié? was one of the respondents and-was‘élso:personaliy '

- visited. ) |

We have ﬁadelno effort to obtain -data from the government,inétalla;iqns
nor do we see ény particuiar reason why any conclusioné reached in our study will
be in the slightest way.affecﬁed by this exciusion. |

lThe largest of these "indepéndentﬁ utilities is Annépoiis, with a water
plant capacity of about Q'MGD_and a peak day of 3 MGD. The system is all wéil

supply. About 6,000 connections for water take.an average 2.5 MGD.

* Technical Supplement.to the final report of the Baltimore Metropolitan Area
Study Commission to the Governor of Maryland - September 1, 1963.

~
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-Annapolis now provides wafer‘service to areas outside its city 1imits,
at a rate 1.5 ﬁimes the normal ratéJ The city engineer has stated the city would
like twice the rate.

An agreement is under study between Anne Arundel County and Annapolis
for the treatment in the latter's plant of séwage originating in the envifons of
the city. Annapolis had long resisted such an agreement, préferring to'wait-for

pleas for annexation before giving this "city" service.
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PROBLEMS CURRENTLY FACED

. Operational and Organizational

There are not a great many 'operational" problems faced today.by the several
existing utilities in the Region in the strictly technical sense of the word. In the
more general sense, encompaséing organization and prqgedures, tﬁere are many, of which
the real sticklers are moré_acgurately classified under the following sections en- -
titled "Personnel" or "Financial and Contfactual"._

A multitude3of relatively minor procedural inefficiencies abound, but rather
than list. them all here, we feel that they would be more briefly and aptly presented
if they were referred to in passing, as specific recommendations are made later in
the report.

. Without at the moment joining the problem with the specific utility (many
are symptomatic of-all the utilities), we will present the more serious operational,
financial and organizational problems .evident in the water 'and sewer field::

Liaison between utilities is sporadic. Betweéen those groups whéere contacts

mﬁgg-be made, such as the Bureau of Water Supply and the Baltimore County DPW, re-
garding new mains,.pumps, etc., liaison occurs, but not on a.comparable level, sub ject
to sensible understanding; nor in any formalized manner but of nécéésity, between the.
individuals where it worked once before. -

We wonder at the reasoning that demands that cbnsultants représént the city
and county in their negotiationé on water ﬁnd sewage édsgs; rathe£ than a éertain.
level of emﬁloyee on eaéh éide. | |

Sémé.of tﬁé ieading managers"dealing.éith w;ter{ sewerage and public works
in generai in the fiQe dqgnéiés_;gd'ﬁhé.éify dé.nop_aépeéf to Rnow eéch other.well.

| We woqde£ also thaf all maqageriai leQels of thg_regipn's utilities were
not fully éware of this partiqula;‘study.orlinQegd.of the existence or composition .

of the Regional Planning Council.
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Since this study was initiated, the Regional Planning Council has promoted
the organization of a "utility sub-committee" consisting of key persons involved in-
utility planning and programming. This committee is now advising on utility aspects
of the General Development plan for the Region which the Council is preparing.

Information dissemination within utilities is also sporadic. It is diffi-

cult to back up this statement with examples important enough to sound worthwhile.

In general this item is composed of innumerable petty instances made evident only by
inference and deduction in the course of our interviews. Apparently in the entire
Region no '"house organ" or periodical publication is put out for the benefit of utility

employees. These can be very valuable if well done.

Accounting functions are too often isolated from operating people. Of

course physical isolation, in other departments or buildings, is no real detriment
providing that fast and sufficient reporting of revenues and costs is provided. This
is not the present case in some utilities, though we are aware of efforts being made
toward a greatly improved picture in the city. Annual reports are fairly slow in
reaching published form. (Part of the delay stems from required competitive bidding
for the printing operation.)

The accumulation of financial data in special form for the purposes of
special studies can be at times a serious problem.

Physical isolation helps a good deal, however, in creating time lags and
frustration. In Baltimore County, the isolation is separate departments in adjacent
buildings; in the city it can be separate departments five miles across town; in
Anne Arundel County it can mean separate departments in two towns 15 miles apart.

it is pps31b1e to trim requested utility budgets because of nonutility

4

reasons. An example of this has been apparent in the deferred maintenance of past’

years at the city's Montebello f11ter plants. ' This maintenance slowdown has since
been corrected by some extensive rebuilds, requiring contractor performance, and

served as a very strong reminder of the old maxim "keep maintenance up"
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On the reversé side of the coin, it has been possible toltrim'imbortant
items elsevhere in budgets because of water and sewer items. The City Planning
 Commission's six-year Capital Budget &ocument describes the'policy on construction
devised by the Committee on Financial Policy in 1961. fhislpolicy prescribes a
limit on loan funds of $35,000,000 in any one fiscal year plus an amount équivalent
to a one-cent annual ihcrease in ;he tax -rate starting at three cents in 1962, with
a limit of ten cents. (The latter figure would be about $1,6Q0,000 in 1965.)
Thig guideline ﬁay not seriously hamper utility construction due to its
- essential nature, but accofding to ghe Planning Cohmission the inclusion of sup-
poéedly self-supporting itemé such as water supply in the over-all policyltends
to squeeze out other desirable but deferrable items such as education.

Strong unified leadership is not available to some utilities. We do

not mean that strong leadership does not exist. In each of the operating utilities
there are capable men in charge. (In several these men are extremely capable and
versatile as well.) But we refer to.the organiéation Charts 4 and 7. These rep-
resedt. integrated "normal" type utility operations as close to that of a regulated
private utility as can be found in a publicly owned sérvice. A Cémmission exists
tp formulate policy and exercise 6wnership and legal éowers, but the. executive
control is mostly in the haﬁds.of one indiQidual, the Chief Engineer.,

In BaltiméreZCthty, however, operational executive control is exercised
by the Director.of'Ppblic Works, who must form the top connecting link between the
five Bﬁréaus that have something to do with utility operation, as well as with the
Director of Finance, who controls accounting and assessments. In addition to utili-
ties, the Dire;tor muét-oversee the major'functionslof sanitation and highways and

a pumber'of collateral activities associated with his position. His full time cannot,
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obviously, be'dévoted to utility operation. The men whose full time can be
are not able to_control other fgnctions vital to #tility operation nor in some
cases are theylthe peers of the heads of these other fﬁnctions;

An almost similar situation exists in the City of Baltimore. While
smoothing relations between Bureaus is not the problem it is in the county, there
are even more meetings, hearings and other command per formances that tﬁe Director
of Public Works must attend. |

Chart 6 ifllustrates the pending imposition of the Harford,bounty Director
. of Public Works on the Metropolitan Commission éhain of command. This can function
and apparently a need is seen for it, probably to aid in Coﬁmission-COunty coordi~
nation. Yet organizationally it places.one man in the position of working for two
suﬁeriors. éince the MetrOpolitanlCommissioners are appointed by thé County Come-
missioners, one might assume that both bodieé will think along the same general

lines. 1t is easy to picture just the reverse situation, however.

Intramural inefficiencies can be perpetuated in some of ;he present organi-
zations. For example, up until the current year, the Bureau of Water Supply was re-
qu}red to make use of the Bureau of Mechanical-Electrical Services for maintenance
at a.cost of at least $60,000 per year. We understand that this is no longer the
cagse and it is expected that some savings will be.realized by being able to contract
some of this mainﬁenaﬁce'effort.

The ﬁureau of TranSpor;ation maintains the cars and truckslof the Bureau
of Water Supply but will not (or cannog)'maintain quipment, which is done by Water
Supply or fatrmed out to dealer‘garages. The Bureau of Mechanicai-Electrical Services
will wotk on equipmeht but it has been.the exﬁerience of Water Supply that the central
yard 18 too remote for rapid delivery'and return. The whole system is not working

well. We understand that the services of the Bureau of Transportation will possibly
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improve when their new facilities are completely operational. The maintenance
of construction equipment by Bureau of Water Supply péople'is not satisfactory

because the authorized positions for the proper mechanics do not exist.

Equipment policy. Both the City's Bureaus suffer from the lack of an

“intelligent vehiclé-and equipmenf replaceﬁeht policy arranged to give reiiable

service for the lowest cost. This lack of policy forces the retention of.eQUip-'
ment untii it is practicaliy scrap. This will not db, unless money is in excess
subply;'.Either_too ﬁﬁch manpower and money are expended keeping piecés opefativel
to avoid lost‘crew'time,.or lost crew time re5u1ﬁs and the work ‘at hand is delayed.

Too much éﬁxiiiary eqdiﬁmgnt (such as Bureau of Sewers'mobiie pumbs) is
plainly obsolete.

Central purchésing. Central purchasing is simply not functioﬁing'well.

We refer particularly to the City and Anne ArundeI'County. Not because of centrali-
zation itself, but because of failure of those in Purchasing to grasp one essential
element of operating a technical enterprise; namely, that all items of maﬁerials

and_apparétus cannot be ﬁurchaséd on the basis of pricé alone. This point should

not need élaboratiﬁg. More éontroi must Be allowed the ufility péoplé'in éskingl
for what they want in the line of ééﬁipment, controllapparatus, repla;ement parts,
etc..'We feel a very seripus diseconbmy fesuité“under'thé‘present sjstem. It cannot
lbe proveﬁ in the.aggrégéte, but many spbt e#ampleé can be'obtained where shorter
life spén, poor performanée'and plain malfunction are pufchasea for a priée a few

dollars lower than that of the recommended. item.

Confusion due to reorgénization. The previously described change in
Anne Arundel County has not been accomplisheéd with any noticeable degree of smooth-

ness. Attendant upon the implementation of the absorption of the Sanitary Commission
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into the Public Works Department (itself a new organiém, previously comprising solely
highway work) have been difficulties-inﬂtitling supervisors and getting them into
salary brackets commensuréte with their duties and previous salaries, pay reductions,
several resignétions from the labor force, the introduction of a local.of the State,
County and Municipal Employees' Union and a probably unwise restriction on Department-
performed construction.

This confusion has not been the result of anyone'sreSiSting the_changé in
organization, which after all was required by law. It seems to us simply the result
of assuming a'reorganization'is litfle more than a moving of furniture and parti-
tions, capable of accomplishment over a weekend; aﬁd of assuming.that peoplé, singly
or in groﬁps, can be assigned and transferred to new situations as quickly and éleanly
~as can pickﬁp trucks. It behooves the City of Béltimore, if it intends to carry out
its intendéd changes (described in the following section); to stﬁdy Anne Arundel's
experience and avoid any similar mistakes.

Proposed reorganization of City of Baltimore - Department of Public Works.

An ordinance Qas introduced to the Baitimore City Council on March.29, 1965 for the
purpose of reorganizing the City's Debartmeht of Public_Works from its present ten
Bureaus to five Bﬁreaus., This ordinance implemeﬁts thelreport.of a three-man
special committeelwhich.was submittéd chober 8, 1963;

In eSsence,'the~reorganization makes the transformation outliﬁed below:

Present Bureaus: _ Proposed Bureaus

Highways ' : "_ “Engineering
Mechanical-Electrical Services Utility Operations
Sanitation o ' Inspection

Surveys Consumer Services
Building Inspection ' _General Services
Building Construction

Sewers

Water Supply

Tests '

Transportation

N
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The ultimate aim of the reorgénization is, as the names of the proposed
Eureaus indicate, to group all like functions of the Department undér single con-
trol; thus all engineers from Surveys,_Highways,'Water Supply, étc., would be
bféught into the Bureau of Engineéring.

Taking a regional view, perhaps this reorganizétibn could be termed de-
sirable since it would bring the.city intolthe same organizational pattern now in
effect in Baltimore and Anne Arundel County. Thinking in terms'df water and sewer

operational efficiency, it does not appear to us to provide marked advantage over

the present system unless superfluous positions are earmarked for extinction when

the present incumbents retire and necessary vacancies are filled.

.The proposed reorganization, if carried out, will not make any further
reorganizations such as studied in this report any easier to effect; rather it
could conceivably complicate them.

Planning for Future Growth

That the Baltimore Metropolitan-Area.is due for future growth is not in
question. The accepﬁed population projections for thé Region represent.an :increase
of over 600,000 from the present numbér in fhe next 1S,years. It méy be safely
assumed that at least a probortionate share of industrial and commercial growtﬁ willl
accompanylfhe surge in people.

We do not see a uniform, well-planned ;tﬁaék on all ffdnts in the planning
lfor water and sewer serviée to meet this growth. Wg do not say the administrators
and engineers are unaware of it; it is that othef'things have intruded.

Baltimore County, deeply involved in present-day growth crises, is on the

one hand wondering how to bring utility service to those in the Metropolitan Dis-

trict now without it, while on the other hand working to keep up with the 4% annual
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population increase. Coincidently, it has awakened to the fact that its prior

utility financing practices are complicated, inequitable and confusing.

Anne Arundel Counpy, long struggling with a bacqug in uti}ity work,
has its well-functioning Sanitary Commission set back for a time by a crash
merger into the County Public w§rks Department. Anne Arundel possesses, in the
opiniqn of many plaﬁners and engineers,lthe prime future industrial belt in the
Region. Water and sewer service may begin to be_the‘subject of debate as thgy

tend to hold back the development of this industry.

Howard County, well launched on a 5-year utility program, suddenly
finds itself with the beginning of the first '"new town" in the Region, for which
it will find services, with the backing of the developer, but perhaps not easily

and not without some worry over the future.

Carroll County, with no county-wide organization yet in existence, at

least has a long-range plan and may correct the Sykesville condition befaore it

becomes dangerous. The small communities in this county that are now providing
water and sewer service are to be heartily commended for such energy.

Harford County is busily formulating its own plans and is financially

able to initiate them. It is, however, feeling the lgck of county-wide ggg region-
wide méster planning (not phe fault of the Metropolitan Commission) in its efforts
to estaBlish a logical and economical construction program.

Annapolis has been foresighted and ready with water and sewer faqilities
able to serve not only its own territory but its "metropolitan environs".‘.(It:must
be admitted, pgrhaps, that the motive.was the encourageméﬁt of annex;tion, but the

hardware was provided, regardless.)

The City of Baltimore has been the planning genius of the group. It has
of course had a large population of its own for many decades for which it has had

to provide, but it has also plunged ahead with facilities aimed almost wholly at
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meeting growth outside its city limits. It is disturbing that in a review of this
foresight, it appears that it‘has been the result of reflex action on the part of
the engineers, the technical equivalent of "the show must go on'", "provide the ser-
vices to the people - forget the organizaﬁion and the financing™*.

It is significant, too, that credit for this long-range planning has
almost entirely accrued to consultants and panels of advisory engineers. The staff
of the city has participated, but has not been given much credit for being in a
managerial role.

Planning is going on, but the loose ends are piling up for the financial
and accounting people to haggle over. However, the hardware is there and the area
may generally thank the city (and its advisors) as well as the several smaller mu-
nicipalities.

Since this study was initiated, the Regional Planning Council entered a
new phase in its utility studies.

In response to its legislative mandate to prepare a General Development
Plan for the Region and also in response to impending comprehensive planning require-
ments for Department of Housing and Urban Development utility grants, the Council is
preparing a utility component of its regional plan and a related six year capital
program. This work is being closely coordinated with the local govermments and their
agencies through the Utility Advisory Subcommittee mentioned earlier as well as by
meetings with individual agencies and other means.

Possibilities of Rapid Local Expansion

Growth in general for the Baltimore Region is expected, inevitable and
welcomed. It has happened in the past and has been dealt with more or less success-

fully. But compared with what the future could‘bring, past problems may be looked

upon as a mere warm-up exercise.

*Almost wholly in line with the reasoning deplored by Hirshleifer, Dehaven and
Milliman, "Watér Supply - Economics, Technology and Policy".
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Not only is "normal' growth of a large population greater:in absolute
numbers than that of a small:population, but we are now well into the era of the
mushroom "new town'" or planned development phenomenon. We have had the Levittowns
and the Florida retirement cities for some years. Now, closer to home, we see the
approach of Reston, Virginia and Columbia in Howard County. The former is expected
to have 75,000 people by 1980. This is hﬁrdly a mushroom category; since after all
this represents. 15 years (5,000 per year - a growth rate of approximately 28%).
Columbia is expected to house 110,000 by 1975.

Since the concept of developing a suburb out of a farm'is well .established,
and since the idea of new towns ‘is ‘being actively encouraged, we may confidently
look forward to one or more of these communities actually taking root in the metro-
politan region.

Not all of the inhabitants of 'such a community will be '"new" or from the
outside. Many will merely shift from othef locales in the area or will be new house-
holds forming from the ranks of the teen-agers or college graduates. ' But they don't
bring their water mains with them.

It may be (and in the case of Columbia, will be) that the developers
finance the required sanitary utilities. But this is only moneyj the supply and
disposal points must be there. Imagine the impact: of. 100,000 people within five
years in central Baltimore versus what it would be ‘in Mount Airy. Yet utilities

if planned in concert with plans for the development of the Baltimore Region and

its component jurisdictions can efficiently serve new community areas. The chal-
lenge here is to integrate the planning of utilities with the. planning of land use,
transportation and other elements to insure that ‘the policies of local and state

governments and their.agencies in .regard to urban development are in harmony and
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will, in fact, work to achievg public goals and purposes. Piecemeal planning must
be replaced by comprehensive planning if orderly development isvto be achieved.
Personnel

Personnel problems are now looked upon as being so specialized and compli-
cated that it might be questioned whether they éhould be covered in this study,
which has a subject sufficiently complicated. 'Management'" as such, however, -has

been many times defined as the art of dealing with people, getting people to work

together efficiently, keeping people happy, etc. There is no getting away from

people.

It is obvious, from studying past reports and records, from talking to
people in the utilities and indeed from reading the newspapers, that municipal and
county civil service in the Region is in trouble. This trouble, as it bears on
the subject matter of this report, stems from ﬁhe following facts:

1. Starting salariesAare too low to attract and keep well-qualified

people.

Advancement on merit (demohstratéd ability) is uncertain.

Managefslhave too little control o&er the salary, tfaining and

advancement of their subordinates.

The City of Baltimore Civil Service appears to be too complex

and cumbersome to react quickly and completely to correct such

faults as listed above. (This may be the result of political

interference and inability to move as much as it is the result

of any great failure on the part of Personnel;)

These basic faults account for & number of unfortunate situations:in the
operating utilities. These conditions have been brought to the attentioh of manage-
ment time after time. In_the City of Baltimore one of the most recent has been the

Appendix of the 1963 DPW.feorganization study. This Appendix, written by two

-,
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personnel supervisors from Baltimore Gas and Electric Company-andfChesapeake and
Potomac Telephone Company, very succinctly points out that: |
(a) Starting salaries are too low.
(b) Progression relies too much on minimum time in grade and
competitive examination.
{c) Training of position understudies is uncertain and often
futile due to examination requirements.
(d) The age distribution in the DPW is such that in the long
run no talent will exist for promotion to the top jobs.
(e) Engineers are burdened by nonengineering chores.
(f) - The possibility of stultification exists since there is no

mandatory retirement age for Bureau Heads.

(g) Bureau Heads have almost no power to adjust employee job
classifications and salaries.
(h) Civil Service has too few job analysts.

Another problem is thaﬁ Baltimore City Civil Service will not recognize
the gfades of Engineering Aide and Senior Engineering Aidé as being a step on the
way to an engineering career. Instead they are looked upon as surveying positions.
This effectively prohibits much of the hiring of young men attending college in
evening sessions, etc., who éannot qualify at once for an engineering title but
could be of considerable service to the Bureaus of Water Supply and- Sewers as-
Engineering Aides. No one will take the positions if the time spent in grade éan-
not be applied for advancement.

Approximate starting salaries for engineering graduates in the Region are

shown in the comparison following:




City of Baltimore $6,468  (Assistant Engineer)
Baltimore County 6,346 (Engineer 1IV)
Anne Arundel County 6,386 (Civil Engineer I)

Potomac Electric Company $7,280
Baltimore Gas and Electric Company 7,280

Federal Government $5,990 (GS-5)
Federal Government -7,050 (Gs-7)

The sum total of these defects is that the utilities large enough to
operate under a civil service or "merit" system have a serious morale problem; it
is serious enough to warrant extreme corrective action.

Financial and Contractual

A number of annoying and sometimes serious problems currently faced may
be classed in the category of céntractual arrangements between utilities. The
ever present problem of financing is also a serious matter for the Region's politi-
cal bodies.

One of the more serious setbacks in this field was the October 1964 re-
duction of the City of Baltimore's bond rating frpm AA to A by Moody's Investors
Service. Moody's statement on their rating change stated in part - '""One of the-
factors which distufbed us has been the mass migratidn of middle-class families
out of city and into the suburban county. Another was the rapid rise in debt over
the past six or eight years, contrasted to the static picture of assessed valua-
tions over the same time period. Although the city's capital improvement program,
including the urban renewal aspect, appears necessary and meritorious, it will add
to debt burdens. We find little in the Baltimore.picture to distinguish it from
other lafge, A-rated cities on the eastern seaboard and consequently changed its
rating”.

Also in 1964 the bond rating of Anne Arundel County was reduced from A

to BAA by Moody's Investors Service. The cumulative effect of this reduced rating




- 15 -

on bond interest costs.of new debt securities will also be substantial unless the
rating is raised.

As has been mentioned on page 17, Harford County is entitled to 10 MGD
of Susquehanna raw water, but was unable for some time to negotiate with the city
a price for this allotment. While this has now been settled, it would seem that
an interim agreement could have been arranged long ago, subject to later .adjustment
if need be, when actual pumping and maintenance costs are known.

One cause of friction between Baltimore City and Baltimore County are
the provisions of the 1924 Metropolitan Act and Chapter 1017 of the Acts of 1945
which require the city to serve the county wigh water at cost. Argument has arisen
over two points; the "at cost" provision (actually reading "without profit or loss'")
apparently has been at times altered to "withput profit" in negotiations between
consultants representing the two parties. Central to this argument is the proper
proportion of customer accounting charges that should be included in the determina-
tion of water costs. The city contends that as muéh as 57% of the cost of the
Bureau of Receipts can be justified as applicaﬁle to servicing water customers,
whereas the Baltimore County representatives have contended that the allocation of
40% is more nearly correct. The 407% ratio was recommended in a 1963 study by con-
sultants representing both parties.

The rebate for excess water collections over cost by the city to the
county were settled on a negotiated‘basis through the year 1963. The charges for
subsequent water service are in controversy and remain unsettled.

Of even.greater importance is the allocation of capital costs required
to serve both county and city customers. The Susquehanna aqueduct provides a good
example: its $35,000,000 cost was primarily made necessary by growth in Baltimore
County, but under current methods of allocating "source development" or '"central

system improvements' the county would pay on an actual volume-taken basis year by
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year, and by the time it will'have grown to the size where it could pay for most of
the annual debt service, the greater portion of the costs will have been paid by the
city and the bonds retired. An approach based on science of a sort is now planned
in determining the allocation of capital costs. This method will utilize the
McIlroy analyzers and will seek to determine "influence zones"™ in the main networks
attributable to new construction. How it will apply to the future Fullerton Plant,
for example, is uncertain.

The sum total of these financial points bgil down to simply the fact that
for "jointly-constructed" projects for shared benefits in whet is . essentially a
single utility system, money must come from two and sometimes more governments, not
necessarily of like opinion at any given time. It is possible to delay and/or kill
a project if a lump sum payment is not forthcoming. Parallel inspection of past
5-year capital programs can give examples of assumed receipts for joint ventures in
one for which no corresponding payment (or at best only a token payment) appears in
the other. This point need not be belabored; it exists and has been and is now a
disruptive factor in regional financial coordination.

Accounting Procedures

The accounting now being carried on by the various separate utilities re-
flects wide variations in procedures. The principal differences are as between cash
and accrual basis, depreciation,'taxes, and property accounting.

Most of the utilities are on a full or a modifiedAcash basis. Anne Arundel
County is on a full accrual basis. 1In the case of the City of Baltimore and Baltimore
County, no depreciation is recorded on any water facilities other than motor vehicles;
Anne Arundel County records depreciation on all facilities, recently adding under-
ground lines. 1In several utilities adequate information as to gross investment in

water and sewerage properties is lacking.
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Under the new Anne Arundel County Charter "enterprise accounting" on the
basis of generally accepted accounting principles is required. The accrual basis
of accounting is also a specific requirement as well as the recording of hypothetical
ad valorem taxes in lieu of actual. These accounting requirements, properly applied,
will have the effect of placing Anne Arundel's accounting on an appropriate utility
basis. It would be desirable if the other utility entities adopted similar pro-
cedures.

At least in the upcoming budget, Anne Arundel's DPW is unfortunately
arbitrérily:setting its property tax payment to the county as a contracharge to the
county's hydrant rental payment to the DPW. No attempt at setting the proper valu-
ation and payment will apparently be made until after the elections.

Review of the accounting practices of the various utilities showed that
none héd written manuals of standard practices. A manual was in process of prepa-
ration for the City of Baltimore. Accou&ting manuals in written form for the guid-

ance of employees should be prepared as soon as practicable.
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COORDINATEDlINDiVIDUAL OPERATION

General

If it were more or less unanimously decided that the present decentralized,

locally-controlled water and sewer operations were to be continued on indefinitely,

no immediate adverse effects would be felt insofar as the present inhabitants of the
Region are'concerned. We speak in terms of their continuinglto recelve adequate
potable.wapgt service and adequate sewage removal and treatment. In some respects,
service to present inhabiﬁants will improve, as for exaﬁple when Baltimore County
brings service'to the 10,000-o0dd homes badly in need of municipal facilities,
Harford County gets its watersheds.developed aﬁd the Carroll Coﬁnty Sanitary Com-
mission begins to attack the problem in-the.Sykesville.area. |

But in terms of future inhabitants (including, of course, industrial
growth) wé do not hold such an optimistic view. The water supély exists, true, but
the ﬁresent complicated and afbitrary pattefn of negotiation, éllocation'and frus—.
tration will continue and grow worse. |

The.p£es¢nt financial and contractual agreements between the various poli-
tical jurisdictions have long ago, in too many cases, lost all phyéical and equit-
able proportion. For every situation that is fiﬁally cleared up by reasoned afguméﬁt
and negoﬁiation, more are going tb.be.created: Witﬁin jufisdictions thére is un-
equal and unfair treatment of customers: (for éxaﬁple the gréét spread, chause of
"priority of arfival”, iﬁ.frbng foot assessments in Baltimore County).

.We just do not see why the citizens of'this.Region néedlto expend the
dollars thgt we envision will be requifed'for the £a1eﬁt necessary to negotiate
these many and increasing pointé'of friction from now to infinity; One cannot help

an intuitive feeling that if a portion of time equal to that expended by the
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extremely able gentlemen who participated in past such negotiations had been

utilized in removing the causes of the. differences of opinion, a yéry different
situation ﬁouid prevail today!

Make no mistake about iﬁ; the preseht system of Qperation can be con-~
tinued, and even if an agreement of all parties were obﬁained for an immediate
merger, it probably would (and should) take from 3 to 5 years for it to be con-
summated, considering time for legislative action, lawsuits, eté., as well as fhé
actual ﬁerger itself. |

It seéms incredible to believe that An impasse in the.handling of the
present pattern of agreements would ever be carried out to the point of endanger-
ing the heglth and safety of the people-dué to a failure to meet demandslor a
curtailment of present service. At worst, the police pqwér of.thé state ﬁould be
evoked to.prevent the latter contingency.

| This Region is not unique in its problems; All over fhe United'Stateé,.
indeed the world, this type of utili#y problem exists and is lived with. 'In many
locations it has been termed intolerable and hés been met with resolute action, but
in many cases it is in fact tolerated. The people get their waterland sewer connec-
tions, genérally. The inertia, bigkering and petty jea1ousies are all too apéarent
and we suspect costs are higher and know that rates are uﬁequal iﬁ moét of these
areas. A primé ekample'bf such a ”tolefant” fegion is Central and Nor;thew Jersey.

‘The coﬁtinuéd operafion of 15-ndd discrete utilities in thé Baltimore
Region has part of its sting removed by the mefé-facflthat about 887% of it is in
fact being operated és a physically integréted operation. Wﬁile fhé 1awyérs, ac-
countaﬁts aﬁd COnsultaﬁts try.té.cieanluplthe deb?is afférwards, ghe interceptors

generally are being built,'the Susquehanna water has been brought in, etc., but at

a price.
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Regardless of the ultimate merits of merging, and whether or not it is

going to occur, a number of suggestions aimed at improving the Qreseﬁt organization

and management of the various utilities should prove useful, if followed. If no
merger ever takes place, money may be saved the present customers and/or taxpayers

in the various areas. If a merger eventually occurs, the fewer weak points that

_each utility brings to the final organization, the better.

The suggestions referred to are presented in the remaining paragraphs of

this section.

RECOMMENDAT IONS

Bureau of Water Supply

Watershed Division. This Division has the responéibility for the sanita-
tion.of the Bupeau's three watersheds, maintenance of access roads, fire breaks,
etc; also it operates and contrpls the public recreation uses bf the land, and thé
plaﬁting,lnurturing and eventual harvesting.of the trée cover neceésary for effective
watershéd performance.

‘The land areas maintained By the watershed people are as followsé

‘Total Ownefship Reservoir Area Land Area
Liberty ' 9,200 Acres | 3,100 Acres . 6,100 Acres
Léch-Raven - 8,000 :. 2,400 . 5,600 o
Pretty Boy  ' 7,380 | 1,500 , 5,880
Total =~ gﬁiégé Acres - l;ggg Acres. | 17,580.Acres

,'Personnel at year end 1964 émountéd to the following:

Salaried S o 6
Classified Pér Diem N 35
Labofers 'gg

86

Total -
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The division operates its own logging show, including a small sawmill.
The past four years' figures for the logging.and sawing enterprise have been as
follows:

Sale of Operating Maintenance Net
Lumber Expenses Expenses Revenue

$104,096 $61,809 $5,273 $37,014
76,276 61,058 4,469 . 10,749
68,387 58,589 1,436 8,362
66,589 : 85,170 729 (19,310)

The results have been increasingly disappointing, which must be egpected
as 17,000 acres do not often support even a small sawmill on a sélective logging
basis.

We recommend that, with the exception of the selection of the timber for
cutting and the proper inspection to insure that required standards are met, the
Watershed Division divest itself of all 1ogging and lumbering duties, and that it
rely instead on contraéting the requi;ed thinning of the forest cover. We do not
believe this function will ever again become profitable for the Bureau to conduct
on its own. If it is profitable for others, some of the profit may.be recaptured
in competitive bidding for the cutting privileges.

 We recommend that the Bureau of Water Supply explore with both State an&
County agencies the péssibility of eventually shﬁnting the EQEEl burden of watershed

recreational and forestry operations onto an appropriate agency whose sole reason

for being is forest management or recreation. It is perfectly feasible, with a mini-.

mal amount of overseeing by the Bureau, for the present level of forestry management

and roads maintenance to be continued; also, the recreational possibilities of the

properties could be greatly expanded in this manner, with no particular risk to pres-

ent or future water supply capabilities.
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Conservation Division.  We recommend that this entire group be dismantled

as a separate‘DiviSion of the Bureau and its functions be assuméd by the Distribu-
tion Division, with the excepticn of'tﬁe mainfenance of electronic control and mea-
éuring devices, which should become a'part of the Supplleivision {pumping and
burification divisions ).

With its major efforts devoted to electronic maintenance and meter setting
and ;esting,.the Division is no longer identified by its name. Even if it was solely
concerned wifh_running down leaks and wastage, this haé no particulér reason for
being in otherlhands than fhe Distribution Division. As will be seen on Table 4, we
have fecommended two assistant Civil.Engineers-in the Maintenance and. Inspection éec-
tion of the Distribution Division fo help implemenf the huﬁt for unaccounted-for
water. We have also shown on Table.S tﬁrée Eléctronic Instrument Mechanics instead
of the one authorized in 1965.

Distribution Division. We recommend, as previously stated, that most of -

the functions of the Conservation Division be performed by.this Division. We also
suggest that the Meter Test and Repair Section be limited solely to that function
plus assisting in.the.setting of large meters. We see no real reéson.why, on a new
service, the Distfibution people are competent to set.the service, meter vault and
yoké, but-only fﬁe meter people (Conservation Division) can be relied én to set the
meter. ﬁe were iﬁformedithat this had been tried but the metér,numbers were care-x
1esslf recorded. This is purely an operational matter, easily rectified.

We suggest too that testing of all new meters be aBandoned, with only spot
checks made to insure that'factofy specifications are adhefed to. The Bureau is
fortuﬁate in that water_gu%litypis such that a métgr replacement progrém has never beep

necessary. With this advantage; if new meters ‘can also be fairly well eliminated



7scsee ¢S L1€e 18301 pueid
962 €L €L 1e30] . ’ T5E £t ¢5 91¢ 18301 pueid
000°8 B sa71ddng pue syeriajzey
000° 0% 8 si1310qe] 007" L11 1z_ 1e30L
099°¢ 1 3191) J07UBS 005701 - sat11ddng pue syeraaley
099°¢ 1 3s1d4L - }a191D aoTuLAS 996° ¢ 71 s1910qe]
oYY . 1 ap1y Butisaursul io0tudg 099°¢ 1 3191) 10TUdS
89%‘9 1 lostazadng 1teday 12394 i93BM - 099°¢ 1 1s1dAL - %191 10TUAS
%01°L 1 UoTINGTIISTQ I23eM JO Juapuajutraadng woHy 1 2p1y 3uriesui8uz 1ojuag
ITeday pue 359] SI210R © 880°¢S 1 10sta19dng 11eday 19319W I91BM IUBISISSY
879 LIL 1 €9¢ 1e3aol #09°¢ 1 103e81359AUT d3sEM 1938M
000" 8¢ - sa11ddng pue syerIdIEN o%e‘s 1 dTueYd9K JusWNIISU] OJUCIIDATF
000°092°1 [434 sid1oqe] ’ 89%°9 1 I10sTAa19dng areday 1939K 193BM
Hohw Y 1 HA31D pedH . 89%°9 1 199utdug TIATD JUBISISSY
800°6C Y s10sTAzadng :oﬁ:ﬂuuman a23eM ’ ov9°g 1 :oS:ﬁuumS 193eM JO judpuajuraadng
%09°¢ 1 Ki1eqd Keaang jyo 3atyd UOTSTATQ UOIJEAIDSUOD
¥09° ¢ 1 107e813159AUT 23sEM I93EM 118°689 1 09T 1e30]
9€6° 71 z ’ s129uT8uz [TATD IULISTSSY 056" 8¢ . se11ddng pue s{eTIaIEN .
sYL 1 10sya12dng s21015 69S LYT 1 0sz s1a10qet]
' 0v9°8 1 . uoTINQTIISIQ 1238M JO Judpualuriadng 9€0°‘¢E 1 103e32dQ 2uoydaial
- . uor3oadsuT pue wu:mcwucamz . Hoh Yy 1 %I91D pedH
O %29°026 it 18301 800°SZ Y s10s7A19dng UOTINGTIISIQ 193EM
- 00079¢€¢€ - sar1ddng pue sTeTI23EBR 709°S 1. f31ed Ksaang jo 3atyd
8 000°S%1 62 sisioqe1 5h° L 1 10s1A12dng 521018
[4:3 A 1 H191D 10TUAS 891°9 1 uoTINQIIISTQ 193EM JO JUIpUdIUTIAANG JUBISISSY
828°¢ 1 umﬂa»a - %1310 1otuag 0%9°sg 1 UOTINQTIISIQ I3IBM JO JUIPUIIUTIAANG [BIJUIY) IUBISTSSY
878°¢ 1 apty Burassurldug . ) W3315A5 JO 9JUBUSIGTER
800 % 1 oualg - 3121 I0TUDG 91916 SE 18301
0z9‘Yy 1 oualg - jaa1) 1edioutag [FATS - s911ddng pue sierasieN
80z 11 4 $10STA22dNg UOTINGTAISTQ Id3IEM gy1sel (44 ’ sia1oqet
ov9‘sg 1 uoTINgIiisIQ 123eM JOo Judpuajuriadng z6%°¢ 1 3131) 107U3S
. Woy3onijsuo) 8z8°¢ 1 . 3s1dAL - 3321D 10Tuag
¥89°6¢ v 1eaol 8z8°‘¢ 1 - ap1y Sutassurlug.
000°¢ - sa11ddng pue s7eTIdIEN 800°% 1 ouUalg - 121D 10TUdS
’ 9€0°‘¢E 1 .103e19dQ 2uoydaial ovzZ‘e b4 ) S0Ud1§ - 3I91) 1edidutag-
029‘% 1 oua3s - 3}aa1) fedrouragd 8011 Z s10sTA19dng UOTINQTIISTQ I23BM
89%°9 1 122uT8ug [IATD JUBISISSY %01°¢2 1 uoTINgEIISIF I23eM JO Juldpuadjuraadng
09501 $ 1 uo¥INQIIISIQ 193EM JO JUapuauraadng [eI3UdD 09501 $ 1 UOTINQTIISTQ 193BM JO Judpudjuriadng Teisuad)
. UotTiea3stutwpY . UOT379dsU] pue UOT3onijsuoy AOUTH
: UOTSTATIQ UOIIngIaastq ’ UOTSTATQ u013IngIi3Istq
uoljyetadoaddy 97do3d " Uoyaeradoiddy a1do23q
juajearnby 3o 1aquny ) G961 pazraoyiny

NOILVZINVIYO AIANIWWOO3Y : NOILVZINVOYO INISHYd

NOISTAIQ NOILAYIMISIA (QIANINWOIHTE 30 TIVLIIA
A1ddNS ¥IAIVM 20 NvIdNg
TIORILIvE 30 X110

¥ a1qel



-7 -

from tests, this section of the Distribution Division should feel no growth pains
for a number of years.

Pumping and Purification Divisions. - It appears to us that a few top ad-

ministrative people can be easily spared if these two Divisions were consolidated.
The Pumping Division is not a remarkably necessary group to have in business as
such, It will be noted on Table 5 that we have altered the ﬁitles of "Superinten-
dent of Pumping Plants" and "Superintendent of Water Purification"lto "Superinten-
dent of Wafer.Supp1Y'. We believe this will more accurately describe the duties of
the office.

It will also be noted that we recomhend merging of the Watershéd Division
(ex-sawmill functions) into this new Supply Division. When this is done, thé opera-
tion aspeét of providing potable water at the master venturi and getting it from
thére to the customer will be separated into the two distinct.functidns of supply
and distribution.

Engineering and Plant Improvement Divisions. We recommend that these two

groups be merged into one Engineeriﬁg Division. This could have the following
beneficial effects:

(a) Workload betweeﬁ.design, review of consultants' designs and
consfructiop,administrafion.can be more évenlylbalanced withbut
variations,in:staff - presuming that:the engineering personnel
are that versétile..

Essential contac¢ct between those chargéd with design and those
charged with construction administration can be encouraged.
Some benefigial realignmeﬁt in'position:classifications can be

made because of the merger.
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Table 6 shows our recommended staffing of the Engineefing Division;

Consumer Service Division. We have no reorganization of this group to
suggest, but we offer a major procedural change in the later section of this report

covering data processing. This is the introduction of mark-sensing meter reading

which will help contribute to the over-all reduction in data processing personnel

(covered in that section) and should allow a possible elimination pf 10 clerks in
Consumer Service, as checking of subtractions disappears.

A dingularity of this kipd of municipal organization shows up when one
considers the meter-reading functioﬁ; Ordinérily méter readers are a part of cus-
tomer accounting; other than méking.note of broken or leaking meters they do not
have. any contact with the,op;rating side_of the business.l In ;he Bureau, however,
there is no'"accountiﬁg" as such, except "Qater'volﬁme aécounting!ﬂ But the city
accounting people in the municipal building do not want the adﬁinistration of 35
meter readers so the latter form nearly half of the Consumer Service Division.

There is no better way to arrange this under the present Bureau system.

Division of Executive Direction. There is a likelihood that the autho-
rized Principal Engineer and Senior Civil Engineer might be more pfOperly placed
in, say, the Engineering Division.. The final direction of the Bureau is in the
Administrative offices of the Departmént of Public Works. 'Thus a Bureau Chief and
AssistantlBureau Chief, plus Administrative Assistant and Rate Analyst élong with
sufficienp clerical help, should serve to head up the operations of Water éupply.
(We have not shown this in Table 6.)

We recommend that each budget ggg-regularly indicate $6;000 for thé ser-

vices of a consultant; if one is required, funds may be obtained in advance for that

.particular instance. A year or two may go by without the need for genéral consulta-

tion.
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Effect of Changes - Summary

. Increased (Decreased)
Division Salaried Personnel Laborers - *  Expense

Executive ' : o | | | ' $  (6,000)
Engineering . ' ' ‘ ‘ 7,898
Supply | | | | ©(94,447)
Distribution o | 11,900
Consumer SerQiqe - N .. - . (59,552)

Total o - 15) 13) $(140,201)

We have of necessity in this Lypé'of-analysis exercised our knowledge of

water_operations ih_general and made the blanket assdmption ;hat (a) those holding
a title are in fac; that type of persoﬁ; and (b) are capable of perfofming the
tybé!qf job indicated by tﬂe title. We know that:in.séme cases (a) is not correct;
a ;oster‘may show an Assistant Ciyil Engineer who is really an accountant because
an accountant was needed,‘the positioh was vacant and the salary was right. We
must operéte heré under the assumptidn that (b) is correct, even if we knoﬁ in
some cases it'may_not be. Bearing in.mind-the scope of our assighment3 i; will be
realized that'these conclusions are reasoﬁable and geﬁeral, not absolutely’ firm
-and not capable éf uncoﬁtroﬁeftible proof. A:full workload, office pfocedure and
job analjsis study shouid follow up and coﬁfirm}these recommeﬁdations. (1t should
be emphasized that if indeed all these people are capable of the assignments in-
dicated by their titles, some of tbem.are:working at a very low salary.)
We have assumed that the figures in the 1965 approﬁriation, divided by

$5,000, will give the apbroximate number_of laborers in a given group. Where we

have been able to check this ass&mption; it seems quite accurate.
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C1ty of Baltimore

Recommended Organlzatlon of Bureau of Water Supply

Executive Division

Chart 9

Customer Contact

Engineering Div Supply Division Distribution Division Consumer Service

: Division
Administration Administration Administration Administration
Design & Construction} Quality Control Construction Customer Data
Planning and Mointendnce Maintenance and Meter Reading
Development Inspection - . :
Records and Drafting Plant Operation Meter Test & Repair

4‘

1
\
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Baltimore City Metering Program

The 1953 Report of the ﬁoard of Adviéory Engineers on Futﬁre‘Water Supply
stated that it would cost $8,224,000 to converf the then 127,350 5mali unmetered .
service. This is a unit cost of-$64;73}_

The Weber, Fick & wilson Waterworks indices fof meteré were 40140 at
December 1953 and 565.8 at December of 1964, an increase of 41.1%. Comparable
indices for labor (ENR) went up 71.3% in the saﬁe period and for steel services the
increase was 60.9%. The increase in unit cost for this program wiil be assumed at
the lower of the three figures, 41.1%, and.would be $26.60 or a total at present of
$91.33 per service. This cost agrees in magnitudé with what can be garnefed from
the Department of Public Werks Reports on the coét of a meter and service.

'The average number of noﬁmetere& accounts in the year 1963 was 99,700..
Taking the unit conversion cost of $91.33, the total cost for immediate conversion
wouldlbe $9,105,600, Annual costs over a 20-year life would be as follows, assum.
ing 4% interest; : |

Capital Recovery

Straight-Line Depreciation @ 5.00% $ 455,300
Average Annual Interest @ 2.10% ' 191,200

Maintenance
Meter Repairs . ' @ $3.68/meter 366,900

Meter Reading

Direct Cost | @ $0.90/meter 89,700

Total Annual Cost ' $1,103,100

(Billing and collecting expenses are omitted as being reasonably the same for both

metered and unmetered ‘customers.)
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This is a faulty cost analysig to the degree that almost all of the meters
installed would be new and therefore should by no means require'the.évefége ievelléf
present meter repair costs, until a godd portipn_of the assumed 20-year 1i§e span has
passed. | A -

The 1962 DPW report states that a spot check of 200 con&erted accounts
indicates an aﬁnual revenue increase from.$20.02 to $22.10, or $2LO8. Qﬁ this basis,
99,700 accounts would return $207,400 additional per year, clea?ly a losing propési-
tion. | | |

Another analysis éould be made using average billings ffom the. 1962 report.

In Baltimore City, 14.5% of 5/8" meters were on the minimum of $10.00, with the re-

minder averaging $28.11. 1If the converted 99,700 services behaved in this same average

manner, we could expect the following return:

on minimum: 14.5% x 99,700 x $10.00 = $ 144,600
on blocks: 85.5% x 99,700 x $28.11 = 2,396,200
Total $2,540,800

Less: present averagg'unmetered revenue - 1,744,000
Net Increase in Revenues $ 796,800

fhere is no reason to believe that these figures are too much m&re accurate
tban the 200 éample account;, but they at least coverla brogdér baSei We may,. how; 
ever, postulate that, omitting the volumetric saving in water treatment and pumping
costs, (énd any'aﬁsolptg:figure.placed as a value on the water itself) the city could
save something like $5005000_pgr year at a cost of something like $1,000,000 per year
if it éoﬁverted its 100,000 nonmetgre& accounts. On the surface it seems as if there
is no reason for the Bureau of Water Supply to acéelerate its present program of abqﬁt
3,000 conversions a year.

Regarding our statement above on placiqg an absolute value on the water

itself: - The Situation of New York City, where rampant losses may or may not go hand
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lin hand with rampant flaf rate use, does not obtain in the Baltimore Region. There
does not seem tolbe'the possibility of ‘a physical water shortégé, so that what isl
going to waste due to a block of flat rate customers is not contributing to a short-
age. Obviously the lack of 100% metering makes leak estimation inaccurate. But Qith
no shortage, it seems as though ordinary economics should govern.

Bureau of Sewers

Storm Drains

We.recommend that the Buréau of Sewers respoﬁsibility for storm water
drain#ge Qork be transferréd in its entirety tq the Bureau of Highways.  This would
bring the organization of the Department of Public Works more in line with what we
beligve is the common method of haﬁdling storm drainage work. The growing adminis-
trative aﬁd financial impact of Fedéral and State assistance in urban highway work,
including attendant drainage, is such that some contgol improvements could be
realiged.. The skills involved are no barrier to such a shift. It is possible too-
that operating efficiency may be impfoved if theldrainage'maintenance crews were
decentralized into the Bureau of Highways yar&s.

Engineering Division .

In a.similar manner as Qas done for the Buréau of Water Supply, Table 7
presents a reorganized Enginéering'Division. -The numbers of people deeﬁed-necessa;y
to carry.out planﬁing,.ehgineering, dfafting and design, survey work, contract ad-
ministfation and inspection are indicated in the right-hand column. Some new people
have béen added, (aidés and clerical help ) and the balance, representing those
people occupieéed in storm drain wofk, have been aséumed transferred to fhe'Bureau of.
Highways. This traﬁsfer removes 18 people aﬁd thelsum of $137,636'(iné1uding $20,000

of overtime).
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We would tend to recommend that Pumping Stations and Treatment Plants be
grouped into one administrative unit entitled, say, the '"Plant DivrsionV. Possibly
at the time of some future retirements é few édministrative poéitions could be éb;.
oiished, but we have not aséumed'any such savings in this report.

Both in the Bureau of Sewers and Water Supply.we recommend most émphati-
cally that no engineering except consultaﬁt work be baid for out of loan funds; all
regular city employees belong in the regular annual appropriation from generailfunds.
This mrngling of fund sources, as it is currentlf handled, makes it difficult to
staff for a steady work load and use consultants for peak loadé. It Seéms.that rhe
loan-paid staff is subject to hiring and firing'sphrts, and they should not be.

We have no further organizational changes to offer concerning this Bureau,

Effect of Changes - Summary

Increased (Decreased)
Division ' Persqnnel , Expense

Executive N | ' $ (6,000)
Engineeriﬁg ' . | (120,998)
Other _(465,000)

. Total ' | $(591,998) -
Picked up in Higﬂways : | ' ' - : $ 602,637

| Net Total | ) - ©$ 10,639

It will be.apparenr.to all that we have found a way to increase tbtal ex-
pense By;this move. This apparent'inérease is because the scope of our report does
not extend to the.Buréau'of Highways and alsolbecéuse, once we determined that we do.
not believg storm drain work should be in the Bureau of Sewers, we made no attempt
to efféctléCOnomies in that operation, Whethgr che 106 people transferred will be

assimilated in total by that other Bureau remains for others to determine.
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Baltimore County Department of Public Works

We do not offer. any organizational changes for the segments of the County
DPW that operate under the Metropolitan District funds. We have several accounting-
financial suggestions to make, however.

We recommend that the 21 people in the,Department of Permits and Licenses
who are charged to the Metropolitan Construction fund be assigned elsewhere. This
does not appear a fair charge against water and sewer revenues. It also appears
that an equivalent of 95 people in the Bureau of Engineering charged to the same
fund does not equate to the number of people Whose time is primarily engaged in
planning, design and engineering of water and sewer work. This is about 48% of the
total number in the Bureau éf Engineer%ng..

These corrections, if accomplished, would not save a nickel, except for
the customers using Metropolitan District services. The general taxpayer would pick
up the cost in other funds.

We.further recommend that the existing system of obtainding revéhueé from
sewer and water cusgomers be utterly abandoned and a rate schedule more in accord
with those of regulated investor-owned utilities be adopted. There could and no
doubt would be hundreds of spot inequities in such a change. But so are there now
in the present system, which gives every indication of being beyond the bounds of
treating all customers equitably. A set of chargeé that recogﬁizes the inherent
equality of all present users of a service and also gives them some control over the
amount by their control over the use should receive the févbfable Vote.of most
residents.

The Baltimore County Executive haé been quotéd as e#pressing‘disfavor with
the present system and has charéed a committee'to iﬁvestigéﬁe other methods of

financing utility operations and expansion. We'agfee with him in this step.
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A total of 13lpeop1e in the Office of Finance are currently engaged in
figuring the various assessments for utility customers. We do'no; refer to thosé
people as a possible saving elsewhére:in thié chapter of the report, but they would,
bf course, disappear once a commodity charge rate'were.introduced. We do postuléte

their removal under possible merger, diScussed later in this report.

Uniform Accounting
We believe that some future benefits will be obtained if each separate

operating utility moved to adopt.a more standardized cost gccéunting system based
on generaily accepted accdunting principles. Adoption of such a system, while
pfobably.not abolishing fund accounting, would produce reliable financial data
that should facilitate debt financing.

| - It would also allow easier cémparisons of relative costé and efficiencies.
It could aid the sometime imposition of a uniform water and sewer commodity chafge.
It would be of definite assistance in negotiating fﬁture c0ntrac£ changes if each

party thoroughly understood the accounting systems of the other.

Qentralized Billing

This innovation by no means requires the physical merger of the several
utilities. A completely-fepetitive routine assignmeht such as periodiclwater and
sewer use billiﬁg could be automated by a jdiptly 6wned central machine room to an
extent that at léast.$4Q,000 per year could.be;saved over the present systems. The
existence of a multitude oflrates and assessﬁent schedules ‘would be no impediment to
such a éenter; the data on each cusfomer wouldlbe providedlto the center and would
be programmed into the memory banks.

Uniform Construction Standards

It might be thought that the laying of water and sewer lines would not be

conducive: to too wide va;iatidn in the construction methods and materials wused.
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This is not really the.case; it is possible to find occasional radical variations
in design philosophy and construction standards. 1In a good maﬁy_cases the variance
must be made due to abnormal topographical conditions or sewage composition. 1In
éome instances it is due to design by varying consultants. We would suggest thét
even under a deéision to continue geparate operations, considerable future savings
might possibly accrue to the ratepayers if a deliberate attempt were made now to
effect a closer degree of construction standardization. These savings can come
aboutlin two ways:
1. 'Regardless of pfesent determinations to maintain the status quo,
the future could bring about a general consolidation at any time.
Sizeable savings in maferial inventories can belhad at that time,
- future purchases could be made in ecénomic volume and the skills
of service and maintenance ﬁen would be much more uniform, allowa .-
ing flexibility of personnel assignment.
2. It is highly probable that a careful study of present standards

and costs would show thaf'some utilities are doing things in a.

more expensive manner for no particular reason. This information

is not noQ reguiarly available among the Région's utilitigs.

We recommend tﬁat'each water and sewer utility assign a man‘frontdesign and
a man from constrﬁctipn or maintenance firsf to work up a 1uéid set of their own
construction and design standards and theﬁ té bring these standards to a régulaf
meetihg'of a regional commiftee whe}e it is hoped'a uniform set can be established.
(Argumenfs as to size of present plant investmeﬁt and levels of present inventory

shoul& have no bearing on final decisions.)
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‘"Physical Facilities

A number of improvements should be made in the officeés of the utilities

that we visited.

Bureau of Water Supply-Park Terminai. 'This'building has extensive office
area on the second floor, now only about half-occupied (or less) by the Distribu-
tion Division. The building is séund and in all respects, except modernity and
parking, suitable for office usage. It would greatly iﬁcrease appearance aqd
cauld helﬁ efficiency if the occupied offices and héllways Qere relighted -and
repainted. | |

The real defect of this building, éffecting field as well as office per-
sonnel, is its lack of personal barking. ,Alllembloyees ﬁust find barking on the
sffeet, which has resulted in occasional vandaiism and in apprehension on the part
of female employees. The area is not apparently the best in terms of residentg.
The Bureau has attempted without success to buy fgém the_Bureau of Parks a small.
triangular piece of Druid Hill Park'just across the street to the north of Park
Terminal. This plot, of something-under an acre, is not of much benefitlto the
people, being cut off from the balance of Druid Hill by Auchintélery Terrace and
Swan Drive, and haslbeen.éllowed to deteriorate.

Further efforts should be made to acquire this parking space. Failing
this, consideration should be given to permitting women employees to park within
the building in space ;acated by trucks. lSiﬁce there are only two or'thrée people

involved this can be done.

Ashburton Offices. These offices, on.the second floor of the Ashburton
Filtration Plant, house all Bureau of Water Supply Divisions except Distribution
and Watersheds. They are quite good offices, air-conditioned and cheerful, but are

not too well utilized. We would estimate that if individual offices, clerical
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areas and conference rooms were reduced to 'mormal" size, approximatelyldouble
the number of current, full-time-inh;bitants could be accommo&ated. (A number of

people merely touch base here and.spénd the major portion of the day in the field.)

The geometry of the floor is a U shape, with a connecting corridor, stor-
age space and one suite of offices across the open end. One arrives at the visi~
tor's parking area in front of thelbuilding, traverses a tiled lobby and mounts a
handsome staircase to one end of the U. This two-story foyer area is complete with
mural and clear-water viewing shaft in the finest tréditiqn éf public water plant
architecture; (Unfortunately tﬁe lighting of the tube does not function.)
_ Immediately off the second floor bélcony is the telephone operator-

receptionist and a very large waiting area. At 6ne end of the waiting area are
séveral interview booths, unused,'phat were intended as spots for hearing customers

complaints. The first office area is assigned to the Consumer Service Division.

It appears as though the section of the Division devoted to meter-reading operations

comes first and must. be passed through by citizens desiring the section devoted to
customer contact. Thesé two groupé-should be reversed.

If the visitor wishes to see the executives of the Bureau {and is not
well enough informed to drive around to the rear parking lot and use tﬁe rear
stairs)? he will be directed across the connecting -hall to the opposite énd of the
U. The previous Water Engineer desired this isolated positionlas a buffer against
the occasional crank viéitor._ In our opinioﬁ, given this particular floor shape,
the executive offiées shOula be more accessible to the front or main entrance, di-
rectly after the Consumer Service‘peoplé, possibly in the basé of the U now occu-
pied byla portion of thé Engineering Division. ”

The two ﬁcilroy network analyzerleOuld be expensive to move and must be

left where they are. We think it might be well to place Engineering further to
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the rear and around the corner, utiliziqg the space now held by:;he Conservation
and flant Improvement Divisions. The remainder of the rear wing would house the
Supply Division. During these moves thé.overly generous working spaces should be
reduced. It would be chéaper in the léng run to spénd a feasonable amount on decor,
partitions and rugs than it is to indicate rank by such large offices.- Those areas
not actually occupied should be left bare and vacant. (From the point of view of
the Bﬁreau of Water Supply this may be merely inviting shared use with some other
City group now bulging at the seams. But economy is juét that,.and perhaps this
shared view should be encoufaged.)

County Office Building-Towson. The space occupied by the Engineering

Bureau of the Department of Public Works is extremely poor. lAppfoximately 60 men
and women occupy what is essentially'a lérge open bullpen with no semblance of sec-
tion or group delineation except where one desk or table'énds and the next begins.
A conference area exists and the Bureau Chief and Assistant and secretafy.have
private offices.

hy visual observation and by query wé determined that a signific;nt portion
of the engineers' day is used up in the frustrations of lack of stérage aqd filing
space, of being tooaccessibie to everyone with a.petty.question and by .the lack of
competept-clerical and aide pérsonnel to absorb the routine and nonengineering chores.

;Wgﬂrgcommend th;t some of the peoplelin this area be removed and relocated
elsewheyg_ﬁéﬁ:ngcessity in thg building) and that both old and new areas be éensibly
divided'iﬁtp partitioned sections qorfesppnding-;o organizational and functional
grouping.

The impgftance of the work done in this Bureau, ;he value of the inveétment

decisions made and works designed and the simple total of the payroll involved
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warrant decent quarters for the people. 6 It may not be only salary deficiencies
that deter the young engineering graduate from accepting a position in the Bureau.

In marked contrast to thié hive is the ordered quiet of the head offices
of the Bureau of Utilities, in the same building. Thé problem here, however, is
often the time lost in running papers back and forth to the adjacent Jefferson
Building; where quarters are rented for the Personnel and Central Service Bureaus.
(One particular routine item, a budget sub-order release, must make four trips
between the two buildings.) We have no answer to this problem other than the
blunt suggestion (similaf to the previous one in Engineering) that better quarters.
be found for everyone. The rented quarters adjacent”to Baltimore Countf's office
building' very accurately reflect the rapid growth that the County has experienced
in recent years.

Bureau of Sewers - Franklin Street Yard, THe Bureau has been criticized

by various people for not decentralizing its yard at Franklin Street and Calverton
Road. It has attempted.in the pasf to station two crews at the Bureau of Tréns-
portation's Guy Street Yard but without too much success, as staffing of labor was
so thin that normal sick calls and vacation absences prohibited.normal operation;
fhe flexibility in manpowér available at a large yafd did not exist.

Apparently the roéd network serving the Franklin Stree; yard is not too
bad and in the opinionﬁof the Superintendgntlno excessive amount of time is lost..
We are not wholly ;onvinceq.of_this. It would seem worthwhile to institute a

study designed to determine whether or. not one third of the Franklin Street yard

might not be profitably sited at the Back River Plant (even though it is about two

road miles outside the city limits) or the Montebello Filter Plant of the Bureau of

Water Supply.



- 25 -

The office-garage-storeroom structure at the Franklin' Street yard is
only two years old and is a well-designed, well-maintained building. -Some of the
other sheds and buildings on the site gpehquite éﬁabby and decrepit. Replacement
plans are being made which should include' a complete repaving job. 'The present
surface of the yard presents a hazardous condition for moving equipment.

City Municipal Office Building. The spaces occupied by the Bureau of

Sewers are quite adequate for the office operation of the Bureau.

Establishment of a Coordinating Committee

. Considering the deficiencies of the present mode of doing business, it
should be obvious that future planning of utilities, land use, and other related
elements must be better coordinated. . A good many of the past problems would be
vastly eased if this could be done. It appears to us that this can only be ac-
complished by the involvemernt of top men of the utilities in the comprehensive
planning process.

We recommend that a coordinating body be formed to assist in guiding
the future utility capital expendiéuresvof the Region into the dovetailing that
is necessary when, as at present, one body may finance and construct for another.
This body should be formed of the top utility men and the top financial man of
each jurisdiction. If Baltimore were the only city in the group, this would mean
a 12-man membership. In order to coordinate utility development with other aspects
of urban development, the body would be constituted as the utility coordinating
committee of a council of local gpverning officiéls, as required by the U.S.
Department of Housing and Urban Development.  (See Appendix A)

Future requirements should be workedfﬁp by each unit, both in physical

quanitities as well as dollars, up to 10 or 15 years in advance. .- (This budgeting
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may omit distribution facilities and other local responsibilities.) Disagreement
as to contributions from each party must be handled by previously agreed-upon
convention. Major disagreement between two bodies could be adjusted by a mutually

- accepted voting procedure. A requirement of this.long-range capital estimating

would be that the several six-year capital budgets faithfully include the identical

items. If each succeeding annual budget does not agree and provide the required
items at the required time, of course the idea fails.

In order for this system to work, local governments must agree to be
. guided in their utility programming by Regional Planning Council recommendations
developed through a mutually agreed-upon -set of procedures. Effective control
would have to be exercised by each political unit in such ways as in sending its
own representatives to the table with well-justified requirements. Poverty cannot
be used as an excuse. 'If the requirement for service is there, the money must be
raised.

We do not advance this method of getting together with great estimation
of its instant success. Mutual resolve on the part of ‘all participants to make
it succeed will be necessary. It is, however, an attendent must if all the utili-
ties go it alone in the future. The growﬁh of the Region calls for more and more
decisions on utility policy and capital expenditure to be made in a Regional con-
text, disregarding present political boundaries. The manner of making these deci-
sions must be improved.

Summary of Savings

Through very conservative estimating we conclude that if the foregoing
recommendations are adopted, minimum annual savings of the amounts shown below

can be obtained.

Gross Water - Sewer Savings $897,000

Functions Picked Up in Other Groups (726,000)
Net Water - Sewer Savings $171,000
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This estimate omits any savings Steﬁming from improvements in general
accounting, equipment maintenancg, spaée utiliZatién, abolishing asSessment-work,
general efficiency of employees and regional coordination. It must be assumed that
some further momnetary benefits would be possible in these fields. -

Discussion’

. Most of this. past section on individual utility improvement dealt with
rather prosaic organizational changes such as the merging of too-fragmented sec-
tions within an existing bureau or shedding some functions that do not seem well
situate& under the wing of water and sewerfoperations.

Baltimore City and Baltimore County received ali'of the comments for
the simple reason that they control by far the greatest proportion of utility
assets and employees. Anne Arundel Coﬁnty is really large enough to be included
but it being in the throes of its own reorganization, it seems pointless to dwell
on shortcomings of an operation which .is being substantially changed.

The City of Baltimore has had a long'time‘to build up an encrustation
of inefficiencies. Only_a portion of this inertia and red tape éan be cut away
by an interior reorganizatidn of the Bureaus of'Sewer and Water Supply. The top
level of the DPW and other city Departments and Bureaus and mqst‘pérticular the
municipal civil service require sprucing up Before.all possible organizational,
operational and financial benefits could be obtained for the paying customer of
sewef and water services.

By no means do we wigh to imply that responsible officials in the city
are unaware of the situation or are doing nothing about it. 1In this report we

mention steps being taken or proposed to reorganize the DPW, improve accounting,

etc. Nevertheless we must give as our judgment that the water/sewer picture can
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only be slightly improved, comparéd.touitsapotential, while the preésent functional
city organization is maintained. R

Bal;imore County is in the somewhat different position of being a rapidly-
growing area, and its problems regarding inefficiency may be more accurately thought
of as stemming from an ever-mounting volume of work rather than lethargy. It has-
also had éeveral organizational changes of varying magnitude in the moderately re-
cent past. These have tended to cut down on the possible comments we could make
that do not bear on rates and personnel allocated to the metropolitan funds.

The very small utilities offer no opportunity for comment on the level we
are dealing with. It is difficult to.reorganize and refinance commissions of this

type, operated as they are under state statute, Their small size and short life

have also been a factor in not permitting too many areas of inefficiency to flourish.
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COMBINED OPERATIONS

PART I - COMPLETE COMBINATION

General
The obvious, if not the only, alternative to a continued status quor
operation is a combination of utilities in: some.form or other to some degree or

other. The two méjor report headings under which we shall divide the possibilities

are Complete Combination and Partial Combination. .The latter category could have
almost an infinite choice of possibilities; we will of course reduce the number for
purposes of disciission here.

' Two ‘versions of 'complete' integration are possible. One is the combi-
nation of the seven major utilities in the Region, corresponding to the six politi-
cal bodies making up the Regional Planning Council: the water and gsewer components
(including ancillary accounting-billing functions) of the following organizations:

Anne  Arundel County DPW

Baltimore County DPW-Metropolltan Dlstrlct

Carroll County Sanitary Commission

City of Baltimore DPW

Harford County Metropolitan Commission

Howard County Metropolitan Commission

The'secoﬁd version is the above utilities plus all the others, muniéibal

and private. This could be fhought of as a second stage of accomplishing.a complete

merger.

.Reaéon'fof Alﬁérge} |
| It ﬁay bg géfély sta£eé thaf ﬁeféérs tgke place for sensible reasons.
Those most often advénced, which are aiso those with fhe largest import, are as
follows:
11' The séme (6r'an:improved) joﬁ can be dsné af sigﬁificant'reductions

in total over-all éost.
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2. The job to be done in the future is growing beyond the individual.
capabilities of the individual groups due to technical, finaﬁcial
or managerial reasons.
3. The physical resourées required fof future expansion afe concen-
trated in the hands of one of the individual Bodies.
4. The individual groups find that required cooperation and coordina-
tion is becoming incréasiﬁgly complicated ‘and thertain.
' We believe that all four_reasoné'are pertinent to the situation obtain-
ing. in the Baltimore Region and that alstudy of the merits of élwéter and sewer

utility merger is a matter of utmost importance to the governing bodies of the

area.

Complete Water-Sewer Consolidation

bbviously, if any merger of water.and éewef utilities is tolbe studied
under the aegis of the Regional Planning Council, one of ;he possible mefger pét—
terns should be all those‘utilities'in the Council's area of operation, namely
Anne Arundel, Baltimore, Carroll, Harford and Howard Couﬁties and the City of
Baltimore. Logically'incluaed in the area, though not now under tge control of
the political bodies enumerated, would be the several;municipal and private water
and sewerlsystems. |

ThiS'particuléf grouping, while on the surface perhaps appea:ing as
though. it were only because of the present geographical makeup of the kegional
Planning Council, carries a good deal ofllogic fo it, as peruéél of a map will
show.

Considering.géograpﬂy.and topography, the Région is not markedly divided

into dissimilar sections. The long-range water supply of the Regioh is generally

going to be the city's watersheds plus the Susquehanna aqueduct systém. In terms .

~ -
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of population, the Region essentially,cbmprises.;he area of this part of the
state that will require municipal sanitary services for the foreseeable future,

and this pdpulation is tied together econqmicaliy and culturally by the existence

- of a major city at its approximate center.

One Utility Or Two?
- Of equal importance with the question of how many separate components
go into a merger is the question, "should both sewer and water operations be

merged into one utility, into two separate utilities, or should only one or the

other be merged?"

The largest two utilities' (in Baltimore City) are now operationally
separate. The second (Baltimore-County)'is'semi-separaﬁed'and the third (Anne
Arundel County) is integrated.

On the whole it Would:seem that an operation that would'eﬁ¢ompass both

"water and sewer would be more efficient since in the overhead departments most of

the accouﬁting.and some of the engingering_(maps, records, duplicating, Sufveys,
etc.) could do double duty with a much better uée factor than' the comparable two
separaté utilitiés'would have.l

uAs far as the:Region-is concerned, neither sewer nor water is more mark-
edly freeisf problems than the ofher. In many‘éf the area;s trouble spots the two
are equally promineht and are in;érlaced; In thé ﬁind of the geﬁeral pﬁblic-the
sewer difficultieé prébably bulk larger because of stfeam and bay pollution,
septic sysfem troubles and the attendant ﬁationallpublicity.

Where hiring; salary aﬁd morale pfoblemé exist, they exist equally in

the watef and sewer phases. On the whole, we believe that the Region Would be

best served by considering the two as organizationélly and financially one for

‘the purposes of this particular discussion.




Organization of Amalgamated Utility

Obvidusly there is more than one way to organize our hypothetical
~utility, which we shall call "The Cenfral Maryland Sanitary COmmiésion". While
the current trend in the Baltimore Region is toward a more or less uniform setup
of Public Works Departments, present and past experiences locally show a number
of ways to align a water and  sewer opération. The organizations of other munici-
pal and Commission utilities natiénally show a variety of styles. The Washington
Suburban.Sanitary-Commissibn has a form unique to its growth patterﬁ;'duties and
'pe;sonnel.

We present here an outline form of a~po$sib1e'organiiational tybe that
we believe well adapted to the component parts at hand. In a subsequent section
of this chapter we shall describe a.systeﬁ of local Diétricts. These Districts
do not affect the organization.charts following and do not apbéar on them. The
Disfrict Engineer shown on chart 15 would report directly to the Chief Eﬁgineer
.of the Commission. | '

The over-all organizatibn'bf The Central Maryland Sanitary Commission
.is illustratéd in chgrt 10 on the next page. Most of the major groups will be

described in immediately following charts and pages of this section.

- - {-

'
"
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Overall Organlza:é::aon |
Proposed Central Maryland Sanltary Commlssmn

Central Maryland

Sanitary Commission

[

Administrator

Director
Staff Services

Chief Engineer

Treasurer

Manager -
Personnel

Manager -
Water Operations

Manager
Custorneeroountlng

Manager
Training

Manager
Sewer Operonons

Manager

Internal Accounting -

Manager

| Public Relations

Monoger
Engineering .

Staff Attorney

Manager

| Data Processing’

Manager

Manager/ Purchasing

Maintenance

Manager

1 Office Services

Chart 10
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Division of Water. Operations
The positions of Manager, Distribution Engineer and Operating Engineer

llas_

are self-explanatory. While ordinarily we do not édvocate'the position_of
;istant", we do believe that thié Division, forming the heért of the water business,
requires a man able to fill in for anylof the cﬂree firstwnamedlnen. The two staff
énginéers serve -a multiple purpose. It may.be expected thaf either or both the.
'Distribufion Eﬁgineef and Operating Engineer could be men without an engineering
degree, or posseésing one, could stiil be ﬁot well versed in most modern tgchniques
being offeredlto the more recent enginéering'gradﬁates. Since bé;h sections. of
the Division'will have ample Oppofthﬁities for spot Hydraulié'stuaies, engineering
econoﬁylstudies gnd the like, these engineers would be expected to handle these 1f
" assigned bylghe Section Engineer, or they would form the liaison with the Engineerihg
Division th would do the work. | |
.Theif second purpose is fér training. Since éven_the engineer wﬁo has 
'ino ambition other than'tq héad the Engineefing ﬁepartment requires operating experi-
N encelto be good in that assignﬁent as well as other, more advanced pqsitions, these
staff engineer Spoté woﬁld'be'most usefﬁl for rotating men on a 12- or 18-m§nth_
basis; 0f course, if the impdft;nce.of the dutigs that were found to be aécumu_
lating to Oné or.both staff engingers warranted, ;he position cbpld be taken out
of the “rotatingﬂlcatégoffJand ﬁade permanent;

Division of Sewer Operations

Essentially the same comments hold true for this Division (chart 12) as
. fof|Water Operations. It will be noticed that we have shown a Superinténdent for

the Back River and Patapsco Plants only. Our intention is that -every plant deemed

R OGNS 4 TN fan N
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Division of Water Operatlons
Operatlng Department

Water Operations

M'onoger

Assistant Manager ‘|

Distribution Engineer

OperatingEngineer |

S

Staff Engineer

Construction

Supt./ Mointenonce 1

Superintendent
Meters and Services

Chort |

| Staff Engineer_

" Superintendent

Operations -

.| Superintendent
Quality Control

- Superintendent

Ashburton Plant

Superintendent

Montebello Plant
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Division of Sewer Operations

Operating Department . -

Monager
Sewer Operations

Assistant Manager

System Engineer

| Operating Engineer

Staff Engineer

Chort 12

Staff Engineer

Sﬁperinte_ndent
Operations

Superintendent
Testing’

Superintendent
Back River Plant

Superintendent

‘Patapsco Plant

o

.

A GE M om
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large enough,té have a Superintendent in fact will have one; we believe that
Patuxent, Annapolis, Cox Creek and other smaller plants can be best handled by the
appropriate superiptendent of its appropriate district Qrganizatioﬁ (chart 15).
As ‘a plant grows, a resident superintendent can be assigned.

Maintenance Division e Lo e e

This Division (chart 13) is intended to supplement the maintenance effort

that the operating staff at each plant would be expected to give to grounds, struc-

tures and machinery. It would also completely maintain all nonattended stationms.

No .sewer or water main work would Be doné'heré, as this type of skill would be
concentrated in the respective operating diviéiqné.

Major takedown of machinery, concrete work, ﬁainting, grounds work fe-
quiring maéhinery, preventive maintenance adjustments.and checks, and all automa-
tiQe work would be done by this Division. It is”inteﬁded thatlno differentiation
between sewerage and water supply functioné need be.mage; what these crews would
do can be done at both types of installatfqns with very 1ittle "specialization"
req&ired. It is also contemplated tﬁétthis Division would be partially central-
ized into roving crews and partially_decentralized into semi—permahent assignment
at some of the larger plants.

 Preventive maintenance is poday by no means uniform. A major task of
the Maintenance Division's management will be to pian and implement this absolute-
ly essential concept.

Division of Engineering

Chart 14 presents our proposal for the Engineering Division of the CMSC.
Here we adhere to the regional trend in agreeing that a single enéineering group

can function for two fields; but the fields are not as dissimilar as bridges and

-water pumping stations.
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Cnort 13

Division of Maintenéme
Operating Department

{

Maintenance

Assistant Manager

Supt./ Equipment
Maintenance

Supt. / Structures
and Grounds

Supt./ Mechanical
Maintenance

-

Supt/ Electrical
Maintenoince

- s
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| Engineering Division |

‘Operating Department :

Manager

| Engineering

Assistant Manager

Chief / Records and
Drafting

Chief/ Design and
Construction

Drafting

Chief / Planning

and Development

' Design and Engineer-

ing

Maps and Reoord,s 1

System Development

Contract
Administration

Capital Budgeting -

- B [ Construction

Engineers

Researchand

Special Studies

i | Field Inspection. .

| Estimating

| Planning and Zoning
Coordination

Chart (4
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Worthy of mention on this.chart is the Planning and Development Section.
It is intended that this section accompiish utilitx aims, and nof ePQer into the
public policy field of long-range area development; reserved Sy law dnd'tradition
to other, more comprehensive groups. It is to Bé cxpected that close liaison will
be established, as this section's 1oﬁg-fange utility planning cannot be at variance
"with Regional goals.

It will perhaps be noteﬂlthat nowhere in these charts do we postulate an
assessment or ratglgroup; if a rate specialist is dcemed necessary he may be carried
on the Administrator's staff. As for assessments,.the present labyrinth cannot be
erected again if it can be avoided.

Local Districts

Whilelthe City of Baltimorc isin the middle, more oY less, of\the Region,
and while the Ashburtén plant and Pafk Terminal are alsd more or less in ;he middle
of the city, with reasonable good access to freeways, we do not believe thaﬁ the én-
tire operation of the Central'Maryland Sanitary Commission should be centralized.
Even if all phasés of the work, including engineering and distributidp,.ggglg be
well.run from one qentralloffiée, we think that the consolidating period (while all
formef entities are -ceasing to fhﬁnk as a disjointed group and are beginning to
think as a rational whole) will be less troublesome if district offices are created,
with as little disturbance és possible from thé férmer form and staffing.

A éonsiderati&n of'thé geography of the area, the problems'faced by each
present utility and what in the line of staff and facilities exist in each servi;e

area leads us to suggest the following arrangement of territories.

Central District. The area formed by Baltimore City and County less the
area south of the Patapsco Rivef (South Baltimore and Hawkins Point). This district
will have no organizational existence as a district separate form the main organiza-

tion.
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Anne Arundel District. The area forméd by Anne Arundel County. The City
of Annapolis would be included if it.were a party to the merger. Glen Burnie or
slightly to the south would be the logiéal place fof the district office. ;(Since
it is going to be almost a necessity for the new Public wﬁrks'Department to find
quarters near Annapolis, it might be possible to purchase the erstwhile Anne Arundel
County Sanitary Commission Building.)

-Harford District. The whole Harford County, including Bel Air, Havre-de-

Grace, Aberdeen.énd Joppatown, if they become a part of the Commission. Headquarters
would be best located in Bel Air unless one or both of these larger towns immediately
joined the merger.

Carroll - Howard District. The area of Carroll County immediately in need

of municipal services is too small and too localized in the southern part of the
County to warrant a sepdfdfe'district of 'its own. Thg District, comprised basically
of the staff of the old Howard County Metropolitan'Commission, will serve the
Sykesvillg area quite well. This Disfrict, therefore, will be férmed §f the whole
of Howard County plus'the southéast corner of Carroll County. Lgithe muniéipali-
ties of Carroll Coudty join the merger and if substantial growth tékes place arsund
these communities, the need for creating another distfict may be ré-explored. "

‘A sample District organization is given on chart 15 following. In-Fh;s
sample District organization it will be noted that'welﬁave deliberately avoided .
the inclu;ion of specialists such as contraét administrétors and construction in-
spectofs. We believe it is of considerable importance to avoid building in as many
positions as possible in this type of deééntraIizéd ope?atiqn, even though éhe
determination to "leave them vacantzuntithhéy are really needed' may be originally

sworn to by all.
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District Office Organization
(standardized example)

Chief Engineer

I

District Engineer

Resident Engineer

Supt / Water
Treatment

District Accountant

Supt./ Sewage
Treatment .

Head Meter Reader

| Supt/ Distribution

Office Staff

Supt./ Sewers

Storekeeper

.{ Treasurer

( Techniodl'ControI )

Supv./ Vehicle -
Maintenance

l-- ---r-

Chort IS

-l N NS



= 15 -

We would expect that the Manager of Engineering would have available both
contract administrators and inspectors, and even field engineers if needed We
would prefer however, to have the fullest amount of local control possible over
this type of activity. Thus, if a $lOO OOO main improvement were.contracted for

a given District, the District Engineer should be placed in formal charge of. that

' contract by being designated in writing as Resident Engineer CIf it is within the

capabilities of the Superintendent of Distribution (both in terms of ability and
time available) to inspect this contract he should also be designated Field
Inspector by formal noticel. If he.is not capable of this ass1gnment (and this
does not automatically indicate he is a poor Distribution Superintendent), then

a Resident Inspector should be sent out and placed under the control of the

District Engineer.
- If by reason of workload or inexperience the District Engineer cannot
adequately assume the duties of a ReSident Eng1ne=r, one should be assigned.from |
the office of the Manager of Engineeringl.nIn this case Inspectors should be auto-
matically asSigned to remove the pOSSlblllDy.Of conflict through having the Distri-
bution Superintendent reporting to two people

This type of operation is by no means new, being standard practice in
most highway departwents and Federal agenCies No divided authority or respons1-
bility arises and some valuable diverSitied experience is available from time to
time to the local Districts. This is especially useful to younger engineers who are
as51gned.by the District Engineer tohassist him on contract work. The key to suc-
cess lies in the ability of the Chief.Engineer and/or the ﬁanager of Engineering to

judge accurately at any instant whether a given District Office is able to take on

another added assignment. Equally 1mportant is the keeping of the central pool of

Residents and Inspectors at the proper level, avoiding both shortage and surplus.

A
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Miscellaneous

We differentiate between "Stgff'Services" which provide the functions
shown on chart 10 and "Office Services'" under the Treasurer. This latter would
handle mail room, telephones, receptionists ‘(in main office buildipgs) office
supplies, office management and the like.

While we indicate our agreement with the need for a central purchasing

Ioffice (under Staff Services), we insist that these people be.in constant touch
and sympathy with the desires of the engineering, operatingland maintenance people.
This should be far easier to accomﬁlish within this utility than in an entire city
or county purchasing department. |

Facilities Available

To the question ''would the CMSC need to undertake a buiiding program to
proQide it with facilities which it would need for operétion éﬁ its own but which
..would not be made available when the.assets.of the existing ﬁtilities are acquired",
we answer in the negative: These nonaVailéble facilities.woﬁld be office space in
‘the BaltimorelCity and County and Hafford County Municipal Buildipgs.

Map 3 following shows the major sanitary buildings, planfs and yards in
the area. Land existslin several locations for futﬁre construction if need afiseé;
but better yet,ltherg is usable (if nof desirable) space in the Park Terminal
Building, certainly sufficient to houée the sewer office operations that need to
be cen;ralized. Ashburton could possibly house most of the central wafef opera-
tions. Rented quarters might be needed for a time, and eventually a singleée head-
quarters structure would probably be a desirable thing, but in terms of housing,

the Commission could function directly upbn its_éreation.

.
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 Staffing‘and salaries

 We do not purport to have gOnefiﬁto the :departmental structure of our

,proéoéed.Cenﬁral Maryland Sanitary Commission gnd'détermined‘the:actual.number of
positions required unit by unit; excépt for our 6wn aetermination of exéess people,
as previously staﬁéd, wé assumé tha£ ih_the'bggiﬁning'theée oberational people now
'gmpIded will,be:required in the new Comﬁiséion: :This may'hot be the caée in tﬁe
long fun aftef actual operating experience is ioéged,ibut in the initial stagés,-
'With fuli décent}ali;ation a:necessify, it must be a§sumed. The table illustrates
the"general 6utiine of our étéffing as we see it in existence in the sepérate
bodies ;oday. It also shows the ma jor political.bodies_that»are éroviding these
peopie} |

. Alﬁhouéh not a fair comparison, since ;he-Washington Suburban'Sanitary

Commission handles refuse collection and disposal in one county and .some storm

" drainage work, it is of interest to note that, on an area and population comparison,

- this propoSed'sgaff is about three;qugrters that of the WSSC..

It @ay'be a maﬁter of interest just what leyel of compénsation we would
suggest for_considératiqn.qu the.top executivés of this'Cqmmission; Wé are not
-aﬁérse to sﬁbﬁitting our recommendé;ipng, But'it-must:be understood that (a)_subply
.and demana might require'gnhiéher.salafy fbr'tﬁé_rigﬁt men.énd.(b) it.ié ggg.our
iﬁtenpion that éuéﬁ a_figﬁre be fra;ioéd.dowh" t; éef a-salary_éfructure for_the
,éhtire organization. :This ié:hqt iﬁ the realm of this report. We would suégest
‘these salaries: |

Adminiétratdr' ' $35,000

Chief Engineer . : : 30,000
Treasurer : : 25,000

Director of Staff Services _' 18,000




- RECOMMENDED STAFFING OF

" CENTRAL MARYLAND SANITARY COMMISSION

Administration

Office of the Administrator

Operating Department

Office of the Chief Engineer
Water Division . :
Sewer Division
Engineering Division
Maintenance Division

+ ... .Total

Financial-Department

Office of the Treasurer

General Accounting Division

Customer Accounting Division

Data Processing Division

Office Services Division
Total '

Staff Services Department

Office of the Director
Personnel Division
Training Division
. Public Relations Division
Legal Division
Purchasing Division
Total

Grand Total

Source of People

City of Baltimore
-.Baltimore County

Anne Arundel County

Howard County

Carroll County

Harford County

New

Grand Total

Table 8

529




We wish to point out that every manager or supervisor need not or should
not receive thelsame salary. The Director of Staff Services' duties may not re-
L] . .
quire the salary that will be commanded by the Treasurer; the Manager.of Engineer-
ing may receive a different-salary than tﬁe Ménager of Maintenance. If this type

of flexibility can be instituted and retained, the CMSC will have made a gain over

its present constituent bodies.

Savings Due to a Complete Merger

- The following suﬁmary presents our estimate of what might be saQed,in a
complete Region-wide utility mergef. The figures are on the basis.of tﬁe‘"ﬁresent"
operating, maintenance, billing, aécounting and financing cbsts; i.e. céléﬁ&ar.
year .1965. The yearly effect of the savings is seen in the fivefyqarvfofeca§t

sheets in a back section of this report.

-feople. | Eggépse

Operations | 147 $° 838,000
Account ing | 88 425,000 |
Staff Services . 14 , 87;000
Construction | - . 6,000
Financing - (50,000)

Subtotal | 249 1,306,000
Picked up elsewhere - (161) (922,000)

Net Savings = _88 ' § 384,000

The estimated operating, accounting and staff services savings come about

through several sources but are calculated mostly on the present budgeted salaries
and wages of personnel whe, we believe, will ultimately prove superfluous to the
merged operation. Capital construction savings are estimated to stem from more

careful and complete staff engineering, better and more leisurely review of con-
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sultants' work, standardized materials and methods and from working to a long-range
regional development plan. They are calculated using a minimum rate of 3% interest

on a saving of 1/2 of 1% on the annual average of $40 000 000 of construction ex-

pected in the near future These Savings would be cumulative, i. e., by taking the
saving of interest rather.than the.actual possible expenditure saving of $200 000
we count a saving of $6 000 the first year, $12, 000 the second $18 000 the third
etc. |
The negative sav1ng from financing is due to an assumed 1ncrease in 1nter-

est ratesof1/8% that the Commiss1on would face, at least, 1nitia11y, as the ‘under-
1ying credit backing of its securities shift from the governmental tax power to |
coverage from revenueslonly.. We feel we have been quite conservative:in including _
this figure. | | | " |

| It must be emphasized that savings due-to reducing the'numbers of excess

people will not be 1mmed1ately obtained ThlS is because we simply do not accept

the philosophy of re1easing peop1e who may suddenly be clas31fied as "extras"
We most def1n1tely recommend that personnel reductions be made thrOugh not replacing-
those leav1ng through the normal attrition of turnover and retirements.

| We a1so believe that ourlestimate of savings, althOugh of a‘nature whereby'
they will not all occur 1mmed1ate1y, may u1t1mately prove very conservative The
bulk oflour hypotheticalﬂpersonnel reductions can be pinp01nted; no arbitrary.as-
sumption of increased-efficiency has been made. If 300 people from Bureau "X" and
200 from Department "Y" are assumed merged, no further cut of ZA in the resu1tant,
sum has been factored in. we believe that ultimately, when each supervisor settles

into his job, such further reductions can be made. Again, they must be attained by

normal attrition. (If the staff is kept waiting for the next reduction in force,

the effect on work performance may easily be imagined.)
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Coincident Salary Ad justments

We believe that the majority of like job titleslin the 1§wer and mi&&le
grades‘will rgquire that all hoiders qf fhat.title be at the séme salary.leéel,
ét least ﬁnﬁil promofion or merit salary incfeaéeslﬁring forwara the beét ﬁen:
Obviously, the higheét salar& brécket'in the co@pbngnf grﬁubs muéf be Lhé unifofﬁ
bracket with the 10we£.units'raised accordingiy. This doesn't-hézg go”be done;
fheré aré no major discrepanciés émong Iiké.éositions in.the Regiéﬁ. We fhink.it
should be done for reasons of equity. We also suggest that 4 geﬁeral salary in-
creasé ié needédjin the near future for’almost.éll of thé nonlabor utilit&IfSrces
in the area. The average Starting salary for gfaduate engihéers,_for e*ample,.as
illustratéd on page.34, falls about 1#% short of those évailabie to pfiQété.péﬁér
utility and Govefnmeﬁt'éngiﬁeérs. .We suggest that thé bulk of the saiafiéd béf_
sonnel,.forming about 35% of the staff, be scheduled to receive a 6% pay raiée:ét
or short1§ after the ﬁimé of thé merger. - This.incfeaée, if préperly.applie&, will

reduce many of the present and past merger salary inequities. This pay raise, if

giﬁen, would absorb approximately $244,000 of the bropoéed savings realized in the

merger.

We have not shéwn this incréased cosf in oﬁrltébulatioﬁ.df ééﬁihafed
savings because again it doegﬁ'f have to be aéne; it is not a condition of fhe
merger reduirea Eéﬂ. Obviously some sélafy hikés are ﬁoﬁ iﬁ procéss in én éreé

this large, but théy will not aécompiish'whatlwe_feei is‘required. Iflthe defects

of some current civil service type organizations is to be'évoided, the time -honored

fringe benefits and security which such organizations provide must be replaced

fairly Quickly-Ey the substitute of moﬁey.




Ownership and Control

With the exceptioh of a miniscule proportion.of the total, - all of the
water and sewer utilities of the-Regibn“are now uﬂder public ownership of one form
or another, either.in Municipél or Comﬁission form. .If they are éombined, while
the process both legally and orgénizationa11y might be complex aﬁd long draﬁn out,
the resulting owneréhip_would be quite simple; i.e. public, belonging to'tﬁe people.
This is the last simple statement bossible witﬁ regard to this subject. The control
of the mergef utility, ér tﬁe.Central Maryland Sanitary Commission; éan only by
indirection rest with the people; it-canno; be run iike a Néw England toﬁn meeting.

This question is intermingled with the qdestion of recompense. Sﬁouid
the present owners just turn their assets over to the Commission, subject to ex-
isting debt; and enjoy control based.on théir proportioﬁ of assets? Sﬁould the
Commission'buy the assets outright and, if so, will céntfol théﬁ be allptted on a

geographic basis or a population basis? Further possibilities exist. Each present

owner may retain ownership.but turn over all personnel and'operating responsibili-

ties to the Commission.
The.requifements for ownership and csntrol'can be more easily spelled out:
- 1. The Commiséion mué;‘be iﬁ the position éfihaving sufficient-legal

‘control to satisfy investors ﬁhat it”has the ability‘to meet debt
.obligatiOns. | |

2, _The public in.géneral must be protected from the possibility tﬁaf'

| any given pélitical group.or groups ithhé combinétiqn can use

control to févor its'pwn populace over thé balénqe.

3. The public (or ifs political representatives) should be aSsu}éd

that there is some control that can be exercised if need be.
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Péint 3 is the rebuttél to so arranging the Cpmmission makeup that it is
in effect run by a czar;.this type of body has the earned reputation of "getting
things done', but it is also frequently viewed as stepping on:thg rights of groups
and individuals, oblivious to criticism and entreaty.

If control were given originally'in proportion to assets contributed, there
would be a very large imbalance between the owners of the integrated systems énd the
other cqunties and towns. Could it be always assumed that the Baltimore representa-
tives would willingly see water revenues used to finance expansion in other political .
jurisdictions?

If control were based solely én population, the City_of Baltimore would
have approximately half the votes, with Baltimdre County holding another 30%. The -
situation would be very little different. |

Control based on a geographic basis removes this problem (by geographic
we mean one Commission member per political unit, totaling six). But then the re-
verse situatiéﬁ could take hold. The "uﬁderdeveloéed" counties could jack up rétes
and bring water and sewers to everyone in an uneconomic crash program..

A way to sidestep this situation might be to put.the entire Commission
under the regulatory'jurisdictioﬁ.of the.three-man_State Public Service Commission.

We favor the c0ncé§; of a nine-man commission, one from éaqh ma jor govern-
ing body in the Region plus three members selected by the other six. Each commié-
sioner would énjoy one equal vote in the deliberations of the CMSC. Whether the
members are salaried at some nominal amouﬁt or draw a small fee for each meeting is
not iﬁportant; we do believe that men of the caliber the CMSC deserves should not be

expected to donate their time without at least their expenses being well covered.
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As to appointment, obviously .the executive of each component body should

have the power of nomination with the consent of the corresponding-legislative body.

Terms of office should be staggered and incumbents should be eligible for renomi-

nation and reappointment.

Powers of the Commission - Legislation

The creation of the Central Maryland Sanitary Commission as a Region-wide

body requires action by the Maryland Legislature. The inclusion of Anne Arundel

County; Harford County on';he City of Baltimore is impossible under existing law.

Since new legislation must be obtained, there is no reason why the present model

sanitary commission laws need be followed in all respects,_though they appear-to

be excellent examples of corporate enabling laws.

(1)

(2).

(3)

4)

&)

Some of the essential powers that must be granted to the Central Maryland

. Sanitary Commission are:

The power to conduct the water sﬁpply and sewage treatment business.
The power of eminent domain. (This could be left in the hands of
thg ﬁember political bodies, but provision must be made to avoid
deliberate inaction on the -part of the gove;ning body of any juris-
diction.)

The right to issue bond§ witﬁout referendﬁm.

The power to set utility rates. .(This power may be subordinated

to the Marylaﬁd Public Service Commission who could set rateé after
normal adversary-type hearings.)

The power to levy special assessments. It is our feeling that this

power, if gfénted, should not be used, or used only sparingly in

special cases. It would be well to have such power, howevér, in
order to meet expeditiously unique cases that could arise from

time to time.
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‘An additional power, useful only for the purpose of assur{ng the financial
community that the CMSC has the ability to meet its obligations to service debt,
would be the power to levy an ad vaiofem tax on the assessable property in its
;rea. This right; if granted, should.have a low ubper limit.

We see no real disadvantage (and a'great.advantage) in backing the bonds
of the Commission with the full faith and credit of the State of Maryland. This
would be a not inappropriate blessing to bestow on the fledgling creation of the
legislature, and it might be worth from $50,000 to $106,000 per yeaf in reduced
interest costs. |

Fair Compensation for Systems

If it is decided that a commission is to acquire and operate certain or
all of the.present systems, the quegtion 6f fair compensation for such systems will
become of paramount importance. We can visualize énd are outlining below a number
of approaches to this problem, one or more of which might be regarded by all con-
cerned as being equitable.

These approaches and our comments relating to each follow:

Approach (1) - Each of the cities and counties entering into.the inté-
grated'operatibn would transfer oﬁnership of its water
and_sewer systém'prbpertiés to the Commission in exchange
for the Commission's assumption of debt of guarantee to
pay debt.sefvice charges on all debt outstanding appli-'
cable to the water and sewer.sYstems at the time of
transfer.

Approach (2) The fair value of each system would be determined by a
rebutable and competent appraiser or appraisers acceptable

to the Commission and the respective cities and counties.
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The Commission would then acquire the systems in
exchangé for the as;umption of existing debt against
each system,laslouflined in (1) above, plus an -amount

in cash or debt obligations of the Cémﬁission equal

to the excess of fair value over fhe.sum of the amount’
of outstanding debt assumed plus contributions to con-
struction made by customers.

The Commission would acquire the various s&stems in
exchange for its assﬁmptiqn of ‘existing debt, as out-
lined in (1) abo?e, plus aﬁ agreement to place the
acquired propefties and. future additioné thefeto on

the tax ?olls of thé cities and/or counties, té be
subject tolad valorem taxes on thelsame bésis of as-
sessment and at the same rates aé would a privately
owned utilityp (it would be expeéted-fhat no state
Ad'valorem taxeé'wouid belpaid).

Would be similar to the method of acquisitionloutiined
in (3) ébove, except that each yeér the assessed value
of propéfty on'whiéh ad valorem taxes would be based
wouiq.be reduced by a proportionate part 6flthé then
remaining_balance of deﬁt assumed at date of acquisition
of the systems, Fbr example, in each city and/or county,
the basis of determining taxaﬁie'value (the amount to
which the applicable tax rate would be applied) and taxes
payable for each year of'operagion of the in;egfé;ed

system éoqld be as follows:
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Book value of acquired property
plus completed additions to
date of assessment, say . $75,000,000
Deduct - remainihg balance of debt .
assumed (say $30,000,000 less
$5,000,000 principal payments
since date of acquisition) 25,000,000
Balance : 50,000,000 -

Assessed value for ad valorem tax
purposes - 607 of balance : 30,000,000

. Ad valorem taxes payable _
$30,000,000 x 2.37 (tax rate) $ 711,000

Approach (1) views the question of compensation solely from the stand-
point of the wafer'and sewer custémer, i.e., keeping water and sewer rates at the
lowest possible level. It gives no consideration whatsoever to fair value of the
systems nor does it take into account the varying proportions of debt in relation
to.total property in the respective systems. We do not present it as an entirely
equitable plan and its principal merit is that it would;méke possible lower rates
to custoﬁerslthan would the.other ﬁlans.outlinedi (This may be an attrac£ive
feature to those'who.may be primarily interested in obtaining'théﬁbeét c§nceiv-
gblelsettlemént for their area's customers. )

Approach (2), propérly carried out,.ﬁould; in our opinion, bé a means of
establiéhing prices'thép almost. anyone would consider fair aﬁd eqﬁitab1e. This is
the standard method.of dete;mining value, though often weighted with other'factors
such as bast and prediéted'earning p§Wer of the enterprise. However, 'nut and bolt"
appraisals of each of the éYStem'would be a very costly and time-consuming processﬂ 
Also, it appegfs to us that one of the other approaches might, in the long run, be
more attractive and"pfové more advantageous to a}l concerned in the special situa-

tion obtaining in the Baltimore Region.
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Approaches (3) and (4) are very nearly idéntical except for final re-
sults. For this reason, our comments will be confined to approach (4) which we
feel should be given serious consideration. As previously stated, acquisition’
of the systems in this way would mean that substantial values would be added to
the tax rolls of each of the cities and counties, and a new source of continuing
and increasing tax revenues of considerable magnitude would be created in each of
the participating entities. It would be expected that the credit of each of them
would be improved, thus leading to interest savings in the financing of future
capital requirements.

In the event of integrated operations under a single body and acquisi-
tion of the systems through the ''taxation route", we recommend that determination
of values (assessed values) upon which taxes would be based be made annually by a
qualifiedAStéte agency. In other words, the cities and counties should have no
voice in establishing taxable values. The reason for this twofold; it would in-
sure that values in each taxing jurisdiction are made on the same basis and it
should minimize any possible disagreement between such jurisdictions as to the
fairness of the values.

It should be remembered that any taxes paid in line with the foregoing
will be paid indirectly by the System's customers. However, it should be possible
for the cities and counties to reduce other taxes correspondingly so that there
would be no over-all increase in taxes to residents of the service area, or the
full amount of taxes paid by the Commission could ge used for the public good.

Since this is but one of several means of paying for acquired plant and
is itpelf capable of several variations; and since the '"real value" of the plant
is at present unknown due to the lack of either reproduction cost-new or depreci-

ated first cost data, we have not included property taxes as a component of
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revenue requirements- in our forecasts in the rear section of this report. lNeither
have we includéd'any other reflection of compensation such as added debt service
for cash payment. The amounts of the:prbperty tax payéble under two variants'of
this proposal are computed in the last section of the report, but are not used in
any further numerical presentations.’ |

Disadvantages in a Merger

Aside from the more or less obvious disadvantage of placing a vital .
service beyond the direct control of each political subdivision, several other

drawbacks appear when merger of sanitary utilities is contemplated.

Some loss of interdepartment c00perétioﬁ'will be expérienced. -fhis could
- be translated into negative savings_but_éniy after tremendous effort;'cdnsidefing
the accounfingland reporting systems now in use. For example: water and sewer
veﬁicles would not automatically be available for snow blowingland salting, unless
special contracts were arranged. We_underétand that this present collateral duty
is fairly smoothly done, but we ordinarily feel that the highway people should do
this sort of_work with highway depa;tment.vehicles.

As another -example, a number of present Departments and Bureaus will

have 'revenue'" sources disappear as the sanitary utilities no longer make use of

their services and their fixed costs must be spread over fewer remaining ''customers'.

This will add to the cost of remaining municipal services unless compensated for.
We think the Central Maryland Sanitary Commission will find itself saving money due
to this freedom.

Gross revenue requirements are increased. Even though the savings listed.

on page 72 will be attéined, the fact that the CMSC will be financed by revenue
bonds rather than by the full faith and credit of the various local governments

means a certain safety margin (or profit) must be earned each year to satisfy the
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holders of the Commission's debt that their investment is secure; this requires

~ a higher revenue for the Commission.

Immediate saviqgs will not.be'obviouSu This is a reédily-understood
pdiht and is not ﬁeceséarily a true disadvantage in merging. The necessary dust-
ra;sing that a consolidaﬁion-wouid require would be so obvious that many would
no doubt expect prompt and sharp cost decreaées once the dust settled. If excess
personnel were phased out in a humane way, much of the,potential sayings are
deferred fof'sd@e.time. it would also be quite hard for anyone to see savings
because very few know what present.costs are. Agaln, with rate increases fac1ng
Comm1331on customers, the average citizen could well conclude that no savings
werg_made, fo;gettipg that he faced.simi;a; increases under the old:operétioné.

A more detailed discussion of the economig aspects of merging is under-

taken in the section of the report entitled "Conclusions and Recommendations".

Other Advantages

_Some.other points in favor of an over-all mergef of all water and sewer
utilities in the Baltimore Region afé not too often advanced. Except for No. 1,
these points are more. or 1ess pqpeponomic.

1. As a counter to ﬁhe disadvantage of being required to éarn'a

'safety.margin_on'debt sefyicé fequiféments; the'Commission.has

the gdvantgge of being able to apply-fhis.margin to the follow-

" ing year's-conétructién requirements. This is in effect an

enforced partial "pay as' you go" program; and the cumulatlve

‘effect is to markedly lower debt- f1nanc1ﬁg, as can be seen in

the financial statements in the Forecast of Operations section

and also in summary form under "Conclusions and Recommendations".
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. Sooner or later, urbanization of the area between Baltimore and -

Washington will be almost as.great as it is now between New York

énd Phiiadelphia.. Inéreasingly, matters. of water and sewer -
service, stream pﬁllution.and the like will be discussed on a
super-regional basis. Thié_means, for examplé,.that the -
Wasﬁingfon Suburban Sanitary Coﬁmission will be dealing with the
Anne Arundel County Public Works Department and the Howard

County Metropolitan Commission, and probably with the City and

County of Baltimore as well. We believe that the interests of

- the citizens of this area will be better served and protected if an

equally muscular body dealt with the WSSC. An organization able

technically and financially to throw services into an area

regardless of immediate economics will protect against the pos-

sibility of, say, Howard County being forced into an unattractive

"take it or leave it'" contract with the WSSC if it were faced
with a sudden emergency of some sort.
This country will see increasing Federal activity in water re-

sources and waste <disposal, in the East as well as the arid West.

. A large, sophisticated regional water and sewer utility may be

better able both to obtain and utilize Federal funds that become

- available and to withstand obtrusive and unwarranted pressure

that could conceivably materialize from Washington.

While there is not a noticeable 1ack of talent in the very top

ranks of the Region's water and sewer operations at this moment,

considering the magnitude of the job, they are too few and are

at too-low a salary. Any one of the utility managers could
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‘likely obtain a better paying job elsewhere. Some have. The

task of managing the operations we speak of here is no job for

second-rate people. A large utility can.pay its managers more
than a small utility and can attract and keep better men in

the second, third and lower ranks . -
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PART II - PARTIAL COMBINATION

Available Alternatives

Between the extremes of doing nothing except intramural housecleaning and
starting afresh with a Region-wide merger lie é number of improvement possiﬁilities
of varying magnitudes. A complete analysis of the courses of action availéble to
the Région's utilities requi;es that the most likely of'these intermediate possi.
bilitiesnbe studied and commented on. The very large list of mathematical péssi-
bilities can be by inspection reduce& to a handful of choices which logic'indicates
are both operationally and financially possible; | |

Not all of the choices in this'middle ground ihvblve mergers. Those'fhat
do not will be discussed after the merger combinations. It will be noted that 6f .

the mergers, alternative I is the full Regional CMSC, introduced here as a yardstick

Determination of ‘Optimum Combination

In order to determine what combination of utilities in the Region,migﬁt
offer overall bénefits that are equéllor greatér than the compiete merger into the
Central Maryland ‘Sanitary Commission, it is.necessary first to define what is meant
by "benefits" and second to hit upon a way to present. the results of the possible
combinatiqﬁs in a numerical manﬁer'éaSiiy undefétood.l

'After'allong gnalysis, we choose to dgfine.benefits as ‘dollars perlaveragé
customer saved via a ﬁergér ovér‘wherefthe customer would be if the utilitiés con-
tinued onlalone. To-rgmové thé faétors of operaﬁing,surplus or dgffcit, break-even

revenue requirements are divided by average customers to get per-customer revenue

(or cost, from the customer viewpoint). Numbers of customers and revenues are .from

our estimates.
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The measurement we selected is the synthetic value customer-dollars;

we thus say thaf in terms of totallbengfit to the Regioq, it is as'importapt that
one customer save two dollars as for.gwo_customers to each save one dollar. It
is equally an ovefall gain that one custoﬁer somewhere pays one dollar more if
another customer can pay two dollars: less.

Statement 1 following page 90 summérizes the forecasted utility finah-
cial results for each political body in the Region. Es;imated.profit or_loss is
either deducted or added tb_determine the break-even revenue réquirements. Reve-
nue per customer is presented at the bottom of the statement. (It should be noted
that fotallrevenue on Statgmeﬁt 1 is different'fro@ consolidated revenues on
Statement 3,of the Preliminary Report because inter-utility transactions have
been eliminated from the latter presentatign.)

Statements 2 and 3 illustrate the finéncial.reéults of seven different
merger possibilities. No. I is the CentrallMarylana Sanitary Commission. Another
explanation is required to allow a ciear_understanding of ﬁhat is being shown.

The Cpmmission'é.Financial Statement.(Statement 17 at the end of this report)

shows a net profif ranging from $4,052,000 in 1965-66 to $7,795,000 in 1969:70;

To keep a comparable set of rgsults possible,_this profit has also been deductéd
from.revenues_to.give bgeak-even reﬁuiréments;"this in spite of the fact thét we
assume that some profit margin will bé required By the financial community in this
revenue bqnd situation. Nevertheless_wg may deduct this ?eServe or margin if we are
aiming ét the operating break-even ppint.- (We have ignored for the sake of expedieﬁcy
the small added debt.sérvipe that would be required.if this profit were not available’
for the félléwing year's construction.) We also omit from all of these.calculations

any. property tax comnsiderations, since it is not central to the answer sought and

not by any means the dnly method of compemsation. In fact any.added costs to the
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merged utilities in any alternatiye duelto compensation, other than assumption of
existing debt service, has been omitten; This must be done due to the variety of
methods available. |
In addition to the CMSC, the following merger combinations are shown on
Statements 2 and 3:
II. The City of Baltimore and Baltimore County.
IIl., II plus Anne_Arundel County.
IV. TIII plus Howard County.
V. 1V plus Carroll County (omitting only Harford County),
VI. All Counties, omitting the City of Baltimore

VII. All Counties, om1tting the City of Baltimore and Baltimore County ]
Metropolitan District,

Alternative VI, the omission of the city from the CMSC,-hasiinherent in
it two major possibilities. One is ‘that the City continues to engage in the utility
business as it has always done, continuing to provide retail and wholesale water
under the existing or similar agreements. The other is that the‘Commission formed

on its perimeter buys outright all City facilities for water and sewer service and

,undertakes to serve all city customers as if they were its own. The City, being

adequately paid in some manner for its hardware and its customers, would have no.
further interest.in the-water_and sewer business other than as one oflthe.Commis-
sions bigger Customers.

Alternative VII, the merger of the outlying-areas ex the integrated
Baltimore system, assUmes that northern Baltimore County would join the merger, pro-
viding the physical link between Harford County and the other members We have as-
sumed in this analysis that during the five years of the forecast period this
section of the'County would neither add any customers or require any capital expendi-

ture, all county growth going into the Metropolitan District.



- 4 _

Statements 4 and 5 cbmpa;e the total advantage or disadvantage in
customer-dollars in joining the p;rticular ﬁerger over continued iﬁdividual oper-
ation. Starting with alférnatiQe 1I, (City and County of Baiﬁimore) we see that
the progressive addition of each Succeeding County increases total Regional bene-
fits un;il, with the final inclusion of Harford County,lthe identical feSults shown
for I, the CMSC, wéuld be obfained. The differences between III, IV and V are
small, and the order in whiéﬁ the smallef counties are added would not greatly af-
fect the results. (The cﬁstomer—dollar figures are not the absolute advantage of
the CMSC over individual operation; -The advantage is shown on Statemenf 77)

Inspection of Statement 4 shows thatltheﬂCity and-Balgimore County,
because of -their preponderance of customers, afe subsidizing the savings'realized
by customers in the outer couhtieé, as these counties are added to the Commiséion;
but.the very high per customer savings obtainable in these outer counties factbr
out to a net overall gain in benefits. |

Alternative VI shows that only 1,881,000 customér-dollars are obtainable
in 1970 via a five-county merger. It would be possible however for the City of"
Baltimore to simultaneously effect_an intefior reorganization and,dbtain much of
the savings indicated on page 53 of the report. Consequently we have included
664,000 qﬁstqmer-dollars resulting from this action. This merger is of greater
overall benefit than the others in the first tws years of the forecast period but
rapidly becomes the least beneficial toward 1969-7Q.

Alternative VII provides only a modest 620,000 customer-dollars in the

last year, but has the flexibility of permitting alternative II, the Baltimore City-

County herger,_to take place coincidentally. As .a consequence, since. we can assume
that both mergers are large enough to allow both Commissions to realize together

Ssavings equal.to.that obtained in the CMSC, the total customer-dollar benefits in

each year are identical to those of the CMSC.,
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Statement 6 presents for easy comparison the 1969-70 Benefit figures
and the corresponding revenué requiréménts.per ayeragelcustbmer for each of the
seven mergef schemes. To the right of the~1ower'figure§ are the amounts that the
average customer would pay if the complete CMSC merger were adopted instead of

the particular merger combination that proved best for each individual unit. Since

the Centfal Maryland Sanitary Commission (or the double merger, VII) optimizes
overall;Regionql benefits by $9.72% per Customer, it doéé not seem unfeasonaﬁle that
the City and the County of Baltimorg forgo the $15;75 difference that they could
havé by a merger of the two. The cosf per customer of the CMSé'over continued indi-
vidual operation is shown in the seéond column at tﬁe bottom right. Ihe total "sub-
sidy" that the Commission gets from fhe City and.County.are $5.32 and $7.23 pet
customer, respectively.

Coordination by Contract.

One ﬁethod,exists by which it would be possible fo obtain a good portion
of Fhe beﬂefifs of a complete merger without aﬁy merger at all. This would be for
all the Regiohal utilities.to agree beforehand to employ a single firm or.consortium
as a managing agent to plan, coordinate, construct and.operate the various utilities
as a single integréted whole;. The most usual instances of such agreements are found
in the trénsportation industry, but thére the managing group ié usually always a
lagge éperator also. It w0u1q be possible here that the City of Baltimore coﬁld

contract with the five counties to manage their systems. The drawback is that not

all would agree that the City has done an outstanding job of managing its own facili-

ties. The best alternative would be to hire carefully selected firm or create a

non-profit consortium of managers and engineefs for the purposé.

* 4,137,000 customer-dollars + 425,800 customers
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REGIONAL WATER AND SEWER UTILITIES.

SUMMARY OF FINANCIAL FORECASTS AND

CALCULATION OF BREAK-EVEN REVENUES

(Thousands of Dollars)

1965-66 1966-67 1967-68 1968-69 1969-70
City of Baltimore
Revenue ) $19,084 $19,716 $20,427 $21,162 $21,873
Profit (Loss) 687 720 958 1,071 554
Required Revenue - $18,397 $18,996 $19,469 $20,091 $21,319
Baltimore County _ L ' '
Revenue $10,295 $10,727 $11,199 $11,705 $12,159
Profit (Loss) 1,089 522 (52) (723) (1,591)
Required Revenue $ 9,206 $10,205 ©  $11,251 $12,428  $13,750
Anne Arundel County ' :
Revenue $ 4,931 $ 5,240 $ 5,614 $ 6,024 $ 6,481
Profit (Loss) 1,075 . 322 (552) (1,458) (2,074)
Required Revenue $ 3,856 $ 4,918 $ 6,156 § 7,482 $ 8,555
Carroll County _ : . - : '
Revenue $ 341 $ 353 $ 368 $ 383 $ 398
Profit (Loss) 56 _ (36) (107) - (294) (493)
Required Revenue $. 285 $ 389 $§ 475 $ 677 $ 891
Harford County _ :
Revenue $ 645 $ 684 $ 709  $ . 746 ] 776
Profit (Loss) ' (94) (227) (413) (501) (614)
Required Revenue ] 739 $ 911 $ 1,122 $ 1,247 ~ $ 1,390
Howard County L
Revenue . $ 559 $ 599 $ 641 $ 682 723
Profit (Loss) (202). - (496) (640) (873) (1,132)
Required Revenue $§ 761 $ 1,095 $ 1,281 $ 1,555 $ 1,855
Total Revenue $35,855 $37,319 $38,958 $40,702 - $42,411
Total Profit (Loss) 2,611 - 805 (80%) (2,778) (5,350)
Total Required Revenue $§33,244 $36,514 $39,764 $43,480 847,761
Required Revenue Per Customer : '
City of Baltimore $ 83.21 $ 86.19 $ 88.46 $ 91.36 $ 97.13
Baltimore County 73.47 78.20 83.90 88.71 95.22
Anne Arundel County 112.09. 137.76 165.75 190.87 207.65
Carroll County. 63.33 84.57 93.96  135.40 171.35
Harford County . 89.04 102.36 121.96 128.56 136.27
Howard County 205.68 267.07 - 284.67 317.35 350.00

Statement 1
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REGIONAL MERGER ALTERNATIVES

CALCULATION OF PER CUSTOMER REVENUES

(Thousands of Dollars)

Central Maryland Sanitary Commission
Revenue
Profit (Loss)
Required Revenue

‘Customers
Revenue per Customer

City of Baltimore - Baltimore County

Revenue

Profit (Loss)

Estimated Savings
Required Revenue

Customers
Revenue per Customer

Baltimore, Baltimore & Anne Arundel

Revenue

Profit (Loss)

Estimated Savings
Required Revenue

Customers -
Revenue per Customer

Baltimore, Baltimore, Anne Arundel
" and Howard
Revenue
Profit (Loss)
Estimated Savings
Required Revenue

Customers
Revenue per Customer

1965-66

Statement 2

1966-67 1967-68 1968-69 1969-70
$ 36,833 $ 40,961 $ 43,914 $ 47,123 § 51,417
4.052 5,333 6,095 6,638 7,795
§ 32,781 $ 35,628 § 37,819 5 40,485 § 43,622
397,400 404,200 409,900 418,800 425,800
$ 82.49 $88.14 $ 92.26 ° § 96.67  $102.45
$ 29,379 § 30,443 $ 31,626 $ 32,867 $ 34,032
1,776 1,242 906 348 (1,037)
393 . 753 1,653 2,546 3,518
$ 77.210 & 28.448 S 29.067 $ 29.973 .5 31.551
| 346,500 350,900 354,200 360,000 363,900
$ 78.53  $ 81.07 § 82.06_ $ 83.26  $ 86.70
$ 34,310 $ 35,683 $ 37,240 §$ 38,891 § 40,513
2,851 1,564 354 (1,110) - (3,111)
442 846 _ 1,857 2.860 3.953
§ 31,0017 § 33.273 § 35,029 § 37,141 § 39,671
380,900 386,600 391,400 399,200 405,100
$ 81.43  § 86.07 $ 89.50 § 93.04 § 97.93
$ 36,869 $.36,282 § 37,881 § 39,573 $ 41,236
2,649 1,068 (286)  (1,983)  (4,243)
449 859 1,887 2.905 4.015
§ 31,771 § 34,355 § 36,280 § 38,651 § 41,464
384,600 390,700 395,900 404,100 410,400
$ 95.65  $101.03

$ 82.61

$.87.93 §$ 91.64
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Statement 3

REGIONAL -MERGER ALTERNATIVES
CALCULATION OF PER CUSTOMER REVENUES - CONTD.

(Thousands of Dollars)

1965-66 1966-67 1967-68 1968-69 1969.70

"V Baltimore, Baltimore, Anne Arunﬂel
" Howard and Carroll

Revenue $ 35,210 $ 36,635 $ 38,249 $ 39,956 S 41,634
Profit (Loss) - .2,705 1,032 (393) (2,277) (4,736)
Estimated Saving§’ 454 868 1,906 2,935 4,056
Required Revenue $ 32,051 §$ 34,735 $ 36,736 $ 39,298 § 42,314
Customers . 389,100 395,300 400,700 409,100 415,600 .
Revenue per Customer - $ 82,37 5$87.87 $91.68 $96.06 $101,81

VI Anne Arundel, Howard,Carroll
Baltimore County and Harford : . :
Revenue : $ 16,771 $ 17,603 $ 18,531 $ 19,540 $ 20,538

Profit (Loss) . 1,924 85 (1,764)  (3,849)  (5,904)
Estimated Savings ' 211 403 885 1,363 1,883
‘Required Revenue $ 14.636 S$ 17,115 $ 19,410 $ 22.026 $ 24,559
Customers 176,200 183,800 189,800 . 198,900 206,300
Revenue per Customer $ 83.06 §$ 93.12 $102.27 $110.74 . $119.05

VII Same as VI Except Excluding
Metropolitan District (I - II) '
Revenue ' $ 6,476 $ 6,876 $ 7,332 $§ 7,835 $ 8,379

Profit (Loss) ; 835 437y (1,712)  (3,126)  (4,313)
Estimated Savings 70 133 292 449 621
Required Revenue $ 5,571 $ 7,180 $ 8,752 $ 10,512 $ 12,071
Customers | 50,900 53,300 55,700 - 58,800 61,900
Revenue per  Customer - - _ $§109.45 $134.71 $157.13 $178.78 $195.01
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REGIONAL MERGER ALTERNATIVES

(Thousands of Customer - Dollars)

City of Baltimore
Baltimore County
Anne Arundel County
Carroll County
Harford County

~ Howard County

Net Gain

City of Baltimore
Baltimore County
Net Gain

City of Baltimore

Baltimore County

Anne Arundel County
Net Gain

City of Baltimore
Baltimore County

"Anne Arundel County

Howard County
Net Gain

City of Baltimore
Baltimore County
Anne Arundel County
Howard County
Carroll County

Net Gain

1967-68

. Statement &4

1965-66 1966-67 1968-69 1969-70
159 (430) (836) (1,168) (1,168)
(1,130) (1,297) . (1,121) (1,115) (1,044)
1,018 1,771 2,734 3,693 4,334
(86) (16) 32 194 358
54 127 273 309 345
456 734 866 1,081 1,312
471 889 1,948 2,994 4,137
1,035 1,128 1,409 1,781 2,289
(634) (375) 247 . 764 . 1,230
401 753 1,656 - 2,545 3,519
394 26 (229) (369) (176)
(997) (1,027) (751) (607) (391)
1,055 1,845 2,837 3,835 4,520
452 844 1,857 2,859 3,953
133 (383) (700) (943) (856)
(1,145) (1,270) (1,038) (972) (839)
1,014 1,779 2,757 3,733 4,393
455 734 . 869 1,086 1,320
457 860 1,888 2,904 4,018
186 (370) (709) (1,034) (1,027)
(1,115) (1,262) (1,043) . (1,030) (952)
1,022 1,781 2,755 . 3,717 4,361
456 735 868 1,084 1,315
(86) (15) 35 197 362
463 869 1,906  _2,934

4,059
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REGIONAL MERGER ALTERNATIVES -

COMPARISON OF TOTAL REGIONAL BENEFITS - CONTD.

(Thousands of Customer - Dollars)

Baltimore County
Anne Arundel County
howard County
Carroll County

Harford County

Subtotal

City's Estimated Savings by Reorganization

Net Gain

Anne Arundel County
Carroll County
Harford County
Howard County
Subtotal

City of Baltimore ) Merged Under

Baltimore County )
Net Gain

Statement 5

1965-66 1966-67 1968-68 1978-69 1969-70

(1,202) (1,947) (2,463) (3,086) (3,441)

999 1,594 2,361 3,141 3,650
454 713 821 1,012 1,224
(89) (39) (16) 123 272
50 82 181 173 176
212 . 403 884 1,363 1,881
580 601 622 643 664
792 1,004 _1.506 _2.006 _2.545
91 109 321 473 521
(208)  (231).  (279) (217)  (123)
(169)  (288)  (324)  (487)  (599)
356 543 574 679. 821
70 133 292 448 620
1,035 1,128 1,409 1,781 2,289
(634) _ (375) 247 764 1,230
471 886 1,948 4,139

2,993

~

-
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We will not elaborate on'the potential advantages; at best all the bene-

o~ ; ' o
fits of a Commission that would 'stem from coordination and management could be

obtained. The fiscal and morale. benefits might be impossible to attain. The prob-

1ems of such an operation could be formidable:
1. Some ipdividuals will be working for two employers.
2, The managing group would not be likely to enjoy-thelright to
hire, fire and éromote.personnel.
The managers will always feel obligated to demonstrate visible

impartiality, which may very well be at odds with sensible and

efficient planning.

‘Unless a great number of:contiﬁgent financial arrangements are
agreed to in advance, the managers will bg pérenqiéliy in a
position of attempting to wheedle the several owners into act-
ing on new financing plags iq concert. |

Private Utility

This course of action has been summarily rejected as léast.desirable by
at least one report on thé.Regioﬁ's problems, but is.nevertheless a valid one. Four
potential classes of buyer can be assumed: (1).An existing utility in tﬂe'area now
in the utility business. in general,lthough not in the water or sewer business, .This
would include the teiébhone, gas anq electric, transit and railfoéd'cémpanies. It
is not easy to viéualize any of them eagerly entefing into negotiations for such a
pyrchase.‘ (2) A utility holding company. The general pattern of these bperators. 
is to'buy much smaller systems' and. then usually oply water utilities, It is just
conceivablg that-thié.large a transaction ﬁightlbe interesting. (3) A newly.-formed

local company. This group would be made up of local businessmen and investors and
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would probably need to gather wide public and institutional financial support.

(4) A large non-profit foundation. Such a pur%pase would be a new venture for

e

this type of body, but the financial resources- exist and some have expressed

interest in aiding the orderly growth of urban centers.

(a)

(b)

(c)

(d)

(a)

(b)

(c)

@

-

The advantages of operation by a private utility are:

Correction of personnel and morale problems. Employees would
likely be immediately unionized, which would give them even

better protection and benefits.

Orderly development and efficient management.

Automatic protection of the publi; by the Public Service
Commission.

Tax payments to-state and local governments. (This has a
countering disadvantage below.)

Disadvantages are:

High rates. Income and ad valorem taxes must be covered as

well as some profit margin for the equity holders.

Such a sale apparently goes against today's trends in thinking,
which accepts public acquisition of utility operations and
natural.resoﬁrces but would likely be horrified by a reverse
transaction. |

Federal and state aid now received and expected would be foregone.
This could prove a severe blow to the construction program. (We
point out again, however, that we have assumed none in our forecasts.)
Local and state governments would_losé policy control over utility

operations and the coordination of utility planning with highway, land

use and other plans might be rendered more difficult.

Indications are that a revenue flow similar to that shown on Statement 17

in the Forecast Section could support private operation at a profit. All would



- 15 -

depend on what investment were required to buy the plant; book figures would be of
no value here and a physical appraisal would be.an absolute necessity. Allowable
rate base, depreciation rates and possible capitalization ratios would all help

determine profitability.

Commission Ownership of Central Facilities

| Yet another poséibility exists forlobtainingfsome savings, coordinating
growth and.financing constructiénA This would be ;o.create a "Centfal Marylénd
Sanitary Facilities Board" which wbﬁld plén, build, own and operate the Region's
backbong water and sewer plant; namély, sources of Sppply,ltranSmiésion lines and
attendant pump stations and ;rea;ment plants. All sub-transmission and distribu-
tion mains'and atteﬁdantlpumps and feservéirs and all customers would remain under
présent oynership. The situation would exactly parallel the Ehglish power setup;,
with the Central Electricity Generating Board owning and operating all supply and
transmission and local Distribution Boards handling all else.

Inherent in this scheme, ih our opinion, would be the fundamental policy
that all water sold to a municipality and all sewage accepted from a municipality
would be subject to the same.unitl:ate, unless by agreement the Board instead of the
:ecipiént‘constfucted special mains to a given area.

If the Board were given the power to pre-empt all existing and potential
water 5upplies,'order1y and,ecdnomic.development of the Region's water'reséurces
shoul&~follow, given competent engineering on the Board.

With distribution and customers remaining'with the present govefnmental
units,'whgtever extension policies, service quality‘and rate schedules the units
desire may be applied; Water and sewer service may be viewed locally as something

to make a profit on or. to subsidize, depending on the political climate and other
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local factors. If expedient, the distributing utilities may also buy and sell
émong themselves.

: A Central Facilities Board sﬁch as this would be a much easier entity to
organize and manage than a full CMSC. It would.have énly‘about 38% (680) of the
staff of the Commission, would have absolutely minimal customer accounting and

meter reading and would require but a fraction of the vehicles and construction

inventories. Given a good start in its contractual relationships with the dis-

tributing agencies, it has few inherent disadvantages except lack of folitical
responsibility to governments in the Région.. |

Obyiously a number of prickly problems arise; centering on where anq
how volumes are metered, which lines are initially classéd as central or dis-
tribution and where, when and now much water.(or sewage) will be sold in the
future. It might be some little time, for example, before a sensible wholesale
metering system were available to the Board.

The Facilities Board patently would hold life and death power over eco-
nomic expansion in the Region if it is given‘all water resources. The response
that it makes to growth in demand must, as in the case of CMSC, be carefﬁlly'bal-
anced between public duty and economics. :Its problems are simpler, however, since
it is faced only with infrequent major decisions, while the Central Maryland Com-
mission has not only the major decisions but innumerable minor deéecisions, which
are, however, of vast importance to those involved. It might be well to place it

also under the State Public Service Commission. This is not quite as .important as

for the CMSC, since the buffer of required local expeﬁditure lies between the local

demand for uneconomic extension and the eventual capital expansion in backbone

facilities.
While it shows no basic internal defect, the selection of the Central

Facilities Board as the vehicle for improvement has the external defect of simply not:



- 17 -

touching at all or at best only easing partially a gfeaf poftion of -the Reéion's
existing problems in the water and se&e?'field. .Foremost among the.problems escap-
ing solution are eduitable cusfomer treatment via simplified rates, while the very
important problem of improved employee morale is only partially corrected. These
two problems are more important in the Regionlthan may be known.

lIt can be finally stated that if thelCentral Maryland.Sénitary Facilities
Board were cfeated, it wéuld not in any way hindef further expansion.into thé Cen-
tral Maryland Sénitary Commission whenever one or more distribuéing utilities desired

to join it.

Ownership by the City of Baltimore
Pfobably the least complicated alternative, other than doing nothing, would

be for the City of Baltimore simply to buy out the other water and sewerage systems

and operate them as integral parts of the Bureaus of Sewers and Water Supply. There

are many preceaents for this course of action.

As unpalatable as this plan.may seem to many, it has several good points,
not all of them obvious. For e#ample: (a) Plaﬁning and development of long-range
supplies would remain in thélﬁands.of those thatlhave done the preponderance of such
work in the past;(bj not too much diSOrganizatiOn ﬁeed be expected in the change-oyer

since, with the exceptidn.of Baltimore County's office facilities at Towson, the out-

. lying utility offices. are ideally suited geographically for district headquarters

(recogpized in the section of this report on a cbmpiete merger); (c) the dollar value
of assets t§ be aéquired would be far smaller thaﬂ.if, say, the City itself.weré too
bought éuk.

| ferhaps the greategt advantage attainablelkother thaﬁ coordihation) stems

from one of the reasons why the City should not buy the other systems. Ordinarily
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an expansion of fhis type would be éontemplated on the basis of picking up the
fringe growth areas és a means of expanAing profitability, since théy may be sefved
at a low incremental cost from thé central.system, an advantage not available to
the ffinge locations; in facf,,the mature utility is buying someone else's éf;wth
-Eétentiai by offering.lower ébst; more.reliabie service,

.Alés, this is not truly the_case here. The cgntral utility will be écL
quiring fhe growth potentiél, true enough, but it is all not necessafily Eapéble of
being served af'a 1ow incremental cbs;. ~Much of it; badiy needing service, will be
at a véry high cost to serve. This purchase might”pot be a_good'"business'venture"_
at all'uhdér present rate_schgdules, and_heréin_lies tﬁe great potential advantage..

if thé present outlying systems ére to be opefated as an.integral (though
not hecessérily integrated) part of the City syétems,:SOﬁe outéfy may_be éxpected,
gnd broperly so, as to why there-néed_be such radical variépce in rates. - Some vari-
ance is explainable, but much is the ¢urrent-r¢su1t of factors that would disappéa;
if this purchasé.ﬁere made. We beliéQe that the City, in fairness to its newly- |
acﬁuiréd custqmers.and.to p:otéct itself, would be impelled to initiate a.éomplete
regional rate overhaul, whiéh.would of necessity inclﬁdé a cost of service study.
The results would be very similar if nof praptically.identical_with those that would
issue from a similar study by the Central Marylahd‘Sani;ary Commission. All cus-
tomers, with dué'al}owaﬁcé for actual cost differences, would be treated equally.

The pOSSibility of choosing to subsidize any or all customers with less-than-cost

services would be dead. The possibility of choosing to make a profit for the bene- °

fit of the City still ékists,_and'may be a possibility that should be allowed to-live. ;

. Here agéin, however, it might be well to place the City under the powér of the Public

Service Commission. ~The PSC need not be averse to'a public body making a profit, if
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customers are treated impartially ahd the profit is reasonable.  The City, too,
must expect to fulfill the same obligations for '"uneconomic" expansion that the
CMSC would carry 6ut.

The single'greatest disadvantage of such a purchase is that it might
never be possible to effect the sweeping improvements in personnel policiés that
are so iﬁportant in the Region, particularly in the City. Of all possible combina-
tions here discussed, this one, in our opinion, would see the largeét numbef of
voluntary resignations from the units to be amalgamated. This matter can not be
downgraded; morale in many areas has been poor and only excgptidnal overhaul of
existing personnel practices can improve it.

Analysis . l

As we indicated, the smaller mergers depend on maintéining the present
status quo in terms of water sales and sewer treatment with the substitution of a
Commission of some sort on one or both sides of the table. It can be argued that
this lacks complete realism, but the.parallel'assumption that all present utilities
will go on for at least five years under the present agreements would then be
equally unrealistic. The magpitudé of difference, or the savings possible, would
be the same, sinée the pattern of change in contract would be quite the same. For
the sake of clear aﬁalyéis of the alternatives, basic data changes leading to new
financial results for each possibility is undesirable. It must be expected, however,
that final negotiations, legislation, and contracts, etc., would recognize any ac-
tual changes in methods of operation and capital requirements that stemmed'from the
merger pattern chosen. We, with present data, feel that such changes would be mini-
mal in total impact. |

If-any credence is given to the numbers in Statements 1 through 6

the antral Maryland Commission or the double merger (VII) should be adopted. The
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[

mere. existence of two Commissions is not enough to make VII unwise, though the pair
would certainly be an oddity. While.our simple.analysis.showed equal total bene-
fi£s,.it should bé expected that total "overhead" costs for the two should be greater
than it would be for one CMSC. The certainty of realizing savings will be reduced.
Alternatives VI and VII both contemplate putting together a utility that is

nof at tﬁe present self-sufficient in water supply or treatment facilities. It might
never be seif-sufficient iﬁ water unless the surrounding counties bought the.City's
Su%quehanna supply. |

| To us, there is little in favor of creating a distribﬁtion utilify'that has
no?hing to distribute except what it purchases from others. We suggest as another
al%ernativé the leaving of distribution aﬁd customer activities in the hands of the
local utilities, with supply and disposal services to be purchésed from a Facilities
Bogrd; this is not the same as creating a ggg entity of this sort, however,

A partial merger contemplates éomeone being left out. The logical people
to consider leaving out are those tﬁat are at the moment physically disconnected from
the others. This would be The Harford County Metropolitan Commission and the muni-
cipalities in Harford County as oné group; the municipalities in Carroll. County and’
thé fledgliné Commi ssion as another group and the nohintegrated sections of the Anne
Arundel County DPW plus Annapolis as the third group.

. The balance, then,_is essentially the central geographic areaICOVered by
thé Baitimore Integrated Water éndeewer.Systems-aﬁd its wholesale service area.

Politically and organizationally this is where much of the present trouble centers.

In 4 nutshell, the largest point in favor of a merger of the central group

is .the simple truth that the system is in fact one; therefore, 1itt1e:possib1e dise-
coromy, considering the populace as a whole, could be suffered if it were owned,

financed and operated as one.
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ConQersely, the largést.point against a combination of central system
utilities'is that it is completely érbitrary, being determined in.eXtent\by the
results of countless past compromises, partially completed plans and response to
pressure. Another dubious point is. that thiS'central merger will ignore fhose

border areas that are not now in the integrated system, but need to be and could

be. If the boundaries were set firmly as mentioned, ;hese:border areas would become
the résponéibility of the outer utilities, who are least financialiy able to bring
services to ghem. The revenue.producing connections have been given to the mature
segmént.

Statement 6 shows that Anne_ArUndel and Howard Coqnties would benefit
substantiélly'by any merger alternative.. Physically, though the former has sub-
stantial ground water sources now developed, they are both heévily dependent on
pdrchased water and will be entirely dependent for most of their future growth.
This will be very soon the case if Anng Arundel attracts industry as quigkly as
some predict. Their inclusion in é.Commission seems very advisable.

Hérfofd County, ‘though standing to gain from the Cent%él Maryiand Com-
mission gains least, aﬁdlislalso.the only body excepglthe City that is likely to -
be self sufficient in water for -a number of years to come.

0f the four hbn-merger alﬁernatives,:we'favor the Central Marylénd Sani-
tary Fa;ilities Boardlby a wide margin.. It is a sensible compromise of céntraliza-
tionlaﬂd local control, provides.a workable and.eésily organized structure and
effects a-goéd portion éf the Région's needed impfoveﬁents. Itlalso is not an
"either-qr" choice,.bUtlﬁay be looked on' as an‘inﬁerim step to the CMSC. It also
could be the easiestlentitylto dissolve (dué to its non-involvement with retail

customer and.distriBufion.plént) if it were deemed desirable'to'do so.
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Organization

lEssentially we would at thislstage of study state that any less.than-
Regional utility,'including the Faéilities Board, should.have very nearly the
organizational structure that we have presented for the Central Maryland Sanitary
Commission. There would be some obvious changes in accounting, distribution,ldis-
trict offices, etc., depending on which alternative were chosen, but the pattern

would still hold.
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CONCLUSIONb AND’ RECOMMENDATIONS

Resumé of Problems Faced

The Baltimore Region today faces the follow1ng problems in its attempts
to furnish continued, 1mproved and expanded serv1ces in the mater and sewer field:
1. Ever-increasing demand for sanitary services in the SUburban_end
semi-rural areas surrounding the cityl
'The almost certainlneed lor rate increases ro oover projected
operating deficirs..
-Continued and 1ncreas1ngly more complicated dealings between
a multitude of bodies to.effect the degree of coordination
and agreement required for added service.
A very serious inability to attract and keep young and promising
employees, particularly in the engineering ‘field.
A situation of declining employee morale in a number of locations.
A complex and sometimes highly 1nequ1table rate and assessment
structure in several locations.
An oyerly-compertmenred eno'inefficient oréanizational srructure
in some 1ocations.,,
pA listing of.problems'sncn as these-ean‘be made for hundreds of organiza-'
tions'in dozens of fields'of endeavor.’ Tne'oegreelof seriousness of eeeh of these
points in the Baltimore Region,lhowever, demands that steps be taken to meet these
problems.' In our opinion, it is not wise to assume.rhat the best interests of the

people of the Region can be served by the continuation of present utillty operations.

Ind1v1dual Improvement: '

We think that worthwhile operating savings can be attained by a number

of changes within the largest utilities. In relation to the time required to form
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a Commission of any kind, these changes could be accomplished quickly. Tﬁey
should be studied, modified an& implemented. (It must be recognized that such
savings do not appear at once, particﬁlarly if they depend onire&uctions-in-forqe
by attrition.) | |

The problem with individual water and sewer utility improvement is that
unless companion improvement is carried out in accounting, finance, purchasing,
central service and personnel OperAtions, only a portion of the problems requiring
correction will be touched.

It is unlikely ﬁhat many of the suggestidns we offer in this line would
be wasted if a Commission was ultimately created. Therefore we submit that an

immediate start on the most attractive ones should be made.

Formation of a Commission

Economic Advantage. 7To most, the matter of economics is probably the

point of greatest concern when weighing the merits of the outlined Central Mary-
land Sanitary Commission.against thé merits of continued as-is operation. This
section will present the total dollar diffefence between the two for each of the
five years ih the forecast period ending iﬁ 1969-70.

Statement 7 following ﬁresents the pertineﬁt data.

The fifst sét of figures presenﬁs total unconsolidated financial results
for'ﬁhelReéion's utilities under continued as-is operation. These are the same
figures that appear on Statemeﬁt 1 with the additional detail of operation and
méinténénce expense and debt service. (The complete detail appears on the in-
dividual forecast sheets provided at the rear of the report for each utility.)

The_second set of figures are the revenue and expense deductions that
must be made from thé'arithmetic totals of the first set to arrive at a consoli-

.

dated picture of operations. 1In other words, inter-utility purchases, sales and
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expense or revenue ‘transfers should be eliminated as their inclusion merel& in-
flates the revenue and expense figures and does not reflect moneys coming in from
utility service users on being paidlout for materials, eupplies or services.

The third'grouping is the consolidated Regional as-is forecast, i.e.
the top figures with the eliminations performed. (It will be noted that the
consolidation subtractions have no effect on ultimate profit or loss.)

The next presentation ts the operating forecast for the Central Maryland
Sanitary Commission. (No.amounts for preperty tax payments are included.)

With a comparable breakdown of both,present.and merged operations side-
by side, it is simple to see the differences between.the two. ‘This is shewn in
the next succeeding statement below that of the CMSC. . First, it is obvious that

the Commission requires higher revenues from the ultimate consumers than the con-

tinued individual operations, ranging from $1,707,000 more in 1965 66 to $9,963, OOO

in 1969-70. Even after the individual utilities raise ratesior get subsidies to
otfset their expected losses of up to $5,350,000 by 1969-70, the difference would
still favor individual operation.

Operation and maintenance expense is lower under the CMSC, by $436,000
in the first year to $507,QOO in the last. (This stems from the presentation on
page 72, less the construction and financing COmponents. It should be pointed
out that page 72 is a calender year 1965 statement and the figures on this
statement are fiscal year.)

Debt service is hlgher for the Comm1331on in the first two years, but
becomes lower in the f1na1 three, reachtng a difference of $2,675,000 in 1969-70.
There are three reasons for this, comhintng to outWeigh the added interest.cost
due to revenue bond fihancing. _They are, in order of magnitﬁde:

1. The ptofit'for the year's_opetations, which we assqme'will be required

(at least in the early Years of building the CMSC's credit rating)
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by the financial Eommunity,_will be applied to the following year's

construction program, thus cutting thglneed for debt financing from

$4,052,000 in the second year of the forecast to $7,795,000 by the
sixth year. | |

2. Debt is assumed sold in discreet amounts annually and income from
reinvested excesses accrue to the CMSC until the funds are expended

for construction.

3. Totgl annual construction'expgnditures are assumed to be.$200,000

lower under the.Commission due to better master planning and co-

ordihation, bettef ehgineering and design and improved contracting

and inspecting procedurés.

"The yearly "profit" of the Commission is over the individual utilities
by $1,441,000 in 1965-66 and increases to an excess of $3,145,000 in 1969-70 (a
loss of $5,350,000 for the as-is utilities added to a $7,795,000 profit for the
CMSC) - '

The final row of figurééIOn the statement is our finding of the absolute
dollar advantage of merged Commiséion operationslover the presenf.opefa;ions con-
tinued. In the year 1965;66, if Commission customeré are asked to pay $1,707,0QO
more in revenues for only $i,441,000 added net profit, there is clearly a dis-
economy'of $266,000 chgrgeablé to the Commission.- But this reverses and becomes
a modest gain of $115,000 ip 1966-67, and grows to $3,182,000 by i969470; cus-
tomers éay $9,963,000 ggig than théy wopld under individual operations, but the
utility (owned by the public, we would'emphasize againj has higher profits totaliné.

$13,145,000.

The argument can be introduced that what matter added profits? TIf the

consumers pay almost $10,000,000 more for services, how can they benefit? First
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of all, over half‘of this added revenue has to be found in any event, to coﬁnter
the estimated $5,350;006 loss in 1969-70. Secondly, tﬁe ﬁprofit" immediately ac-
érues to the benefit of the present énd'future ratépayers, since it is reinvested
in‘utility plant; it is the 'present worth" of equivalent debt financing; When
maturity of the system 6ccurs, ﬁhe profit ﬁaylbe utilized for debt retiremént or
can be applied to rate reductions. Wé'would'suspect that before this happens it
would be.poésible_(if deemed desirablg by the Commissiop) to reduée the profit-
margin aue to a good credig rating. | |

fhe Commission, in effect,_is not only réising rates to cover future
operafing losses; if is shifting to a much greater. degree of "pay-as-yoﬁ-gb"
finanéing than has been current in the Regibn, and it is carrying (becauSe it is
réquirea té) a larger contingéncy figufe in the form of this "profit" each year.

‘The dpllar_figures for the CMSC absolute advaﬁtage are less than the

"customer-dollar" figures for total net gain under alternative I on Statement 4.

The difference is the consolidation eliminations; Statements 1 through 6 deal with

the CMSC (and other mergers) versus non-consolidated as-is operations. This was
necessary because individual utility figures formed the basis of the calculations

on these Statements and individual utilities cannot be "consolidated."

Other Advantgges. The formation of 'a Commission provides the one best
Opportpnity of clearing away .the probiems of coordination and cooperation, salary
1éve1s, employee morale and cumbersome rate structures. What is-sorely neéded is
a fresh start, a chance to build.anew on new fdundétions_rafher than a mere re-

modelling of the old structures.

Partial Mergers. From the viewpoint of the Baltimore Region as a whole

and conéidering the reasons for mergers listed on pages 61 & 62, no less-than-com-

plete combinatibn gives the benefits that a complete merger does, though several come
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close. The doublg merger, VIIL (described on page 89 and Statement 5) equ#ls the.
total savings'of the CMSC but creétes a Commission that would not be self-suffi-
cient as to water supply. It also broduces a long and awkward gebgraphic layout.

From the viewpoint of Baltimore City and Baltimore County only merger II
(or VII) provides positive savings.. All otﬁer combinations result in the‘customers
in these two systems paying higher rétes'in order to.provide much lower rates for
the.balén;e‘of the customers in thelRegion. This cannot be explained away; the
bulk of re?enues will be'éupplied by the City and environs for yeafs to come,
for that is where the bulk of the'cgstomers are.

_ Other Alternatives. As we mentioned, the possibility of a Central Mary-

land Sanitary_Facilities Board to build and operate backbone supply, treatment and
transmission plant has few inherent disad&antages. It simply does not bring relief
to.as many areas as the CMSC would. It may bé lookedzén as a.very good interim
step on the way tqwara a full merger.

The Question of Equity. Statement 6 shows that the CMSC would cost the

average City customer $5.32 in 1969;70 and would cost the average Baltimore County
customer $7.23 in the same year. This added cost flqws directly through to profit,
however, and is used for éqqstruction in the following year. It is therefore taking
the place of allong future series.of debt sefvice-ﬁayments that the same customer .
would have to cover. |

It must be cohstantly kept in mind that the "average customér" analysis
has,beeﬁ chosen for uniformity and conveniencé-qnly. If our recommended fegion-
wide cost of servicelstudy for water and sewer service under the Commission resulted
in marked‘gost'differgnqes.in'serving the City of Baltimore compared Qith the other
areas,'these diff?gengg§ should be refleéted iﬁ,rates in thelrespecﬁive service

zones. All factors of present rates and topography indicate that any rate
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differential will be in the faﬁpr of the City and likely the County, also. It
is quite possible that the respective $5.32 and $7.23 "subsidyf could entirely
disaﬁpear once new rates were introduced. At the moment, Qithout even the form
of the future rate structure known, we lack the data for any othef comparison
than a simple average-customer one..
Even a direct '"subsidy" dbés ﬂot disturb us. 1If a Commission'acquires
the plant of the City for some agreed-upon fair compensatioﬁ, those customérs

within the City should not have any inherent title to their former rate levels.

If the metropolitan area had been served all along with one water-sewer utility

as it has been with telephone, gas and electricity, rate schedules would have
been uniform and present customers and past customers would have been, fhrough
this uniform rate structure, helping to cover suburban expansion as well as

maintaining their own existing service.

In the long run, with the City fulfilling the role of business, govérn-l

ment and cultural center of a major metropolitan area, it is as important to
Baltimore as it is to the local govermment to have healthy local growth with
full municipal services in the city's environms.

As for equity in the several acquisition payments, there can be no

serious disagreement with simply paying to the present owners in some mutually

acceptablelmaﬁner.thé'depreqiated value‘as'&etefmined by competent gppraisers,
ex the outstandiﬁg debt assumed. -This is the simplest way, except for'turning
the property over to the Commiésion upon aséﬁmption of the debt without addi-
tional payment. ﬁe propose the alternate method of placing the_property on the
tax rolls as a meané of both”(a) avoiding massive financing fof payment and (b)

countering erosion of urban ratables.and'becahse (c) it is required by law in

Anne Aruﬁdel;County} Our other recommendations should be rated on their merits °

regardless of the acceptance or rejection of this point.
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In many instancés customers are also purchased, as well as plants, the
philosophy being fhat they.have a monetary value as revenue producgfs and their
future.revgnues have.a'tangible.présenl.worﬁh.'lThis is not a factor in this
situatioﬁ, since all of the_utilifies'gre publiclj-owned and are not being op-
erated as profit-making entérprises. There is consequently no equity return

amount to capitalize into a present worth, or going-concern value.

’

Recommendations
| After a éareful review of all materiallavailéble to ﬁs, interviews with -
operating, finéncial and pianning officiéls gnd visits to most_of the water/sewer
plénts and utility headquarters, we have made fhe-neceSSary analyses required to
permit us to offer our comments on the futuré course of water and sewer ptility
orgaﬁizatioﬁ and financing that in bur'judgment will best serQe the pebple of. the
greater Baltimore_Region. A summary listing of our recommendations fqllows:
1. We recommend that a six-party Sanitary COmﬁissiop be set ubv
comprising all of the majof politicallbodieé in. the Region.
'ThiévCommission would be éfeaﬁed by legislation closely paral-
1eling.egisting Ma?yland law. The Commission would assﬁme'alll
qutstandingldébt of its constituent bodies, but would make no
. other ‘direct paymeﬁt.fér-existing facilities within its bound-
aries (unlégs Recommendation 2 islnqt followed).
2. We recommend that this Commissioﬁ bé made liable for ad valorem

tax payments to its constituent bodies for the appraised value

of its property less presently outstanding'debt plus future
additions. This may be viewed as an indirect payment for
_thg utility properties.

3. We rqqommend that with the exception of capital contributions

by mass' developers and commercial-industrial concerns above a
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'certain size, all possible revenue be realized by a single
uniform regional connection and commodity schedule. We
further recommend that rate changes be.preceded-by a full
cost-of-service study. ‘(This study might well prove that
absolute rate uniformity is.out of the quéstioﬁ due to
~variance in the real cost té ser§e certain areas. The
goal should still .be as simple and uniform a rate strué-
ture és'possible.)

We recommend that the Commission be placed under the juris-

diction of the Maryland Public Service Commission regarding
rates -and quality of service. System planning would be
under taken in coordination-with local and state governments
through their local.aﬁd state planning agencies such as the
Regional Planning Council.
We recommend that all personnel directly concerned with water.
and sewer serQice in the Counties.and the City, (including bil-
ling, acéounting ahdlfinance) be offered a position with £he
pfoposed Commission at a salary at least equal to thelhigheét ‘
present salary paid té the equivalenf grade in any of the major
political bodies. | o
We recoﬁmend that thé'proposed Commission be required to follow
generally accepted princiﬁles of accounfiﬁg and that.annual audits

by independent public accountants be required to ensure uniformity

and reliability of account-keeping and financial data.

These summary recommendations convey the gist of our findingé, but we

recommend careful reading of the section of the report where they are first
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presented in order to avoid possible-misﬁnderstandings arising from such brief
statements.

The cost savings attainable in a.mergef are impressive, even though
they make take some time to realize. The apparent lack of immediate économic
advantage to the City of Baltimore reéﬁires its utility and financial management
to cérefully evaluate its situation, particularly its forecasted.financial state-
ments; and balance its possible 'subsidy" of initial CMSC operaﬁions‘against the
other loAg-term.potentials of integration;

To us, the attraction in a Regional Coﬁmission is not primarily in dol-
lar savings, useful as they are; what appealé to us.most is the immense improve-
menté.that could eventually be attained in planning, coordinatibn, equitable
customer treatment and employge morale.

The centraliza£ion of control in one self-financed body seems to us the
only sound way éo ensure that political differences, fiﬁancial pinches, taxpayer
revolts or.simple disagreeﬁénts-do not pefmit énybody to either advertantly.or
inadvertantly deétfoy or dglay_a required join; construction ventufe. ‘This safe-
gﬁard is deserving of ﬁtmost.emphasis..

Great emphasis must also be placed-on_the last two factors,.customer and
employee relations. Over-all, equitable reveﬁuefproducing me thods and morale have

deteriorated to the point where we believe the best chance for improvement lies in .

a fresh start. With a source of water assured, the two most important possessions

a utility has are its customers and its employees;- We think the Region's utility
customers and employees will be best served by a Commission.

We wish to make it clear, howevef, that the Sanitary Commission is pro-

posed solely within the context of a utility management study and that a broader

view of governmental ahd[administrative aspects might indicate significant modifi-
cations to avoid a proliferation of action agencies and a consequent loss of demo-

cratic responsiveness and lack of coordination.
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DATA PROCESSING DIVISION

I. Present Status

Our review indicated that the present record-keeping operations and the
supervision thereof were being conscientiously performed and all required statistics
and information were made readily available to us. Many of the recommendations
included in this report would be beneficial to the current bpgrations and also under
a merged organization. These recommendations are intended to bé helpful and should
not, in any way, be considered_as adverse criticism of the record-keeping results
now being obtained with present equipment facilities.

ITI. Data Processing

‘The current data processing of ﬁetered watef and sewerage billing opera-
tions consists of International Business Machine computers located in. the City and
County of Bal;imore. Anne Arundel County uses a Burroughs Sensimatic, Model 2100,
on a manual system. The computersllocated in the City and County are uti;ized in
conjunction with other data-processing applications. We have not attempted to define
any procedures. in detail as this could not serve a usefﬁl purpose at this time. Be-
low are listed our comments on the current procedures where savings may be obtained.

A. Scheduling
Precise predetermined printed schedules covering all customers

records operations in the office and on the street (meter read.

ing and service orders) must be issued in advance for each quar-

ter's business. This schedule is based on a cycle and book

number for machine-made controls. A schedule of this type is

included in'the exhibits,




Accounts Receivable Control Records

Our proposed procedures would include complete mechanization
of accounts receivable control records. All route controls would

be produced as by-products of other detail machine operations,

i.e. revenue, cash, etc. The machine-prepared controls would be

used for balancing detail ledgers and to reconcile accounts re-
ceivable with the general ledger as part of the end of each fiscal .
month., Two types of controls would be utilized, descriptions of
which follow.

Route Control

These are controls by each cycle and book number.

Source Control

Type of transaction entering ;he béoks;

Adaption of this type of mechanized controllprocedures
would eliminate all present manual receivable controls prepared by
the key-punch department,

A_typicél machine control report is included with the exhibits.

Meter Orders

Service order cut-ins and cut-outs are currently received on a
weekly basis cféating peak work'loads; We recommend punched-card-:
service oraeré eliminating the need to create the current 3/5 card
on the computer. There are various tybes of punched-card service
orders in use and we are including sample forms, illustrating a
two-card approach which would replace the above mentioned 3/5 card.

Practically all entries to the address and billing cards will

originate from the meter orders and, as entries once made in punched
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cards will automatically repeat month after month, every practi-
cable means of assuring accuracy at this point must be taken.

III. Meter Reading

We also recommend mark-sensed meter reading to reduce key-punching opera-
tions.

After all available orders are worked and in accordance with a precise
schedule, the advance cards for each route would be sent to the Meter Reading De-
partment immediately in advance of the reading day. Containers would be supplied
to the meter readers who would be required to "mark" the current reading with a
soft pencil in prescribed positions on the card. Meter readers would not enter
SUbﬁfactions oﬁ the card. Their "marks" will bé converted by machine to punched
holes so that manual key-punching will be avoided.

Mark-sensing is a proven method of metef reading used for miiiions of
utility customers.

IV. Mechanized Cash Posting

The current method of posting cash to the customers accdgnt-is a manual
operation and we recoﬁmend this be converted to a computer operation. Caéh-pqsting
réutines ¢ould be placed on a.night operation basis and all customers' updaﬁed ac-
count information would be readily available on a daily basis. '

Converting froﬁ the current manuai system to a mechanical cash-posting
operation has a largé potentiél saving in personnel,

V. Cycle Balances

The current manual arrears procedure can be eliminated and processed on

the computer if the above changes in procedures are adhered to.
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VI. Manual Operation - Anne Arundel County

The current system of manual billing is outdated and with the number of
bills being rendered (23,000 water, 19,000 sewer), some thought and planning should
be initiated to convert to a mechanized system of billing. We anticipate a reduc-

tion of two or three personnel if this conversion is attained.

Merged Data Processing

All participants would be on a uniform billing, révénue, and cash-posting
Basis, with charges for the Data Processing Department prorated as to the number of
customers billed.

The Data Processing Depértment would be essentially a group organized to
éerve all segments of the organization. Most of the data processing demands would
originate within,the accounting organization and since, for that reason, thé depart-
‘ _ '
ﬁent would be essentially producing records and reports, we advocate that it be
included in Accounting with the Data.Processing Manager reporting directly to the
, Treasuref. | |

Following are other mechanized applications that have been used succesS-
fully by many utilities in various phases of general.accounting records., As .our
éxperience with this type of general accounting covers'many companies, -starting with
Qne”of the pioneer installations made ‘in 1936, and the results have been invariably
satisfactory, we haye no.hesitation in recommending completely mechanized operations
éovering practically every majof phase of any general accounting record-keeping.
Listed below are the applications for either current operation8 or a merger:

General ledger

Operating ledger

Plant ledger




Construction lédéér:
Voucher register
Journal register’
Large'volume:jburﬁéifénfriés, inciddihé”gamg:éfréﬁéulagéé.vélaﬁé ﬁh&ér;

. .. . B . . e P , e
e [ A S A RN . T

lying ‘details; such as:
Labbr distribution
ééyfoli
Equipment distribution
“Séorééﬁi§éuéé aﬁd'rétdfgg
Stores records - éoﬁﬁléééﬁ;?
Depreciation

- fgyrofl'énaIYSis

" Persondel récords RRET e R

¥ Bagicﬁmonthry'fiﬁadgiél'féﬁaft data

“Operating budget'ééﬁbérESGﬁs
Constrgction budget comparisons
Cumdlétivé'auto'édst éha1§si§

Check reconciliation =~ °~ =~ "7 e

All records of this type being proposed, iﬁéiﬁdfﬁé Customer records,

have been acceptable to independent auditors. o -

Lo S FRE SRS

Classification and Coding

“* It has been found advisable in' every instance to design an account and
work order coding pattern to ‘provide’ for the particular requirements of each spe-

cific utility. Properly designed account and work' order numbers will permit direct

machine development of the Qarious total figures used in internal monthly reports.
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Conversion of total déta'ffom internal accounts to standa;d accounts can be done
£apid1y by machine pfocess when_neede&. Congtruction transactions would be iden-
éified only by work order number on base doguments withéut plant account identifio
Catibn, until work orders are comple;eﬂ and being transferred to primary plant
éccounts. No control account identification would be used on any base document as
the monthly control account totals would be developed and poste@ by machine. All
fransa;tions would be batch-controlled and balanced prior to éntering the system.

' ﬁntries

All entries would be identified by a source code signifying the type of

vy

éntry. Most of these source codes would be imprinted on the basic forms and require
ﬁo ﬁanual-insertion.,

| _ All entries would carry reference numbers, such as Qppchet,_journal enﬁry,
stock issue ticket, émbloyee, etc, All entries wouid carry alphaBetié descriptions,
.Qost of whicﬁ, with the'éxception of those comipg from voﬁchers and miscellaneous
journal éntries, would be maéhine-ﬁade. Litﬁle reference to base docqmeﬁts for.
.dnalysis purposes wouid be_ﬁecessary.'

| All large-volume calculations such as stpck_ticket éxtensiong, labor dis.
fribution extenéions, overheéa épplications,,equipment distribution extensions and
;o forth would be_madelgﬁd checked oﬁ_thelpompu;er at high speeds. |

ﬁonthlx Reports | |

‘ ' Balance 1nformatioﬁ-with élphabeticallaccount tities will be cre;ted
ahtomatically; Ail daké'w;uld be @échine,iisted;'ég many éopies as needed, in
qpmpleteldefail. Bdth monfhly ana_cumulative totalé would appear. 'Comparison with

budgets and/or previous periods could be made.

-

h
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Accuracy

Heavy emphasis must be placed.on achieving accuracy_in.base documents
before punching. Errors in original glassifiqétion, howeQer,_would be controlled
to the extent that transactions classified to nonexistent.acgéuqts or work orders
would be rejected by the computer. All general accounting transacgions would be
proven before use. Simple manual summaries of all operations wouid Be maintained to
furnish all necessary control points for ba}ancing gacﬁ report beféré release.

Availability of Machine Made Reports and Records to Other Departments

The use of multi-copy, machine-made reports for distribution to other de-
partments is a particularly effective management tool for cost controi, estimating
and analysis purposes. All information reléting to each specific department can be
made "available to the department head for the cost of the additional paperlused.

This applies to construction as well as expense and income.

Sto;es Records
All stores records caﬁ be converted to machine operations. Several of the
more important features of a machine stores operatioﬁ are as followé:
1. Automatic pricing description and extensién-of alllstores issues,
returns and inventory adjustments.
2. Stores ledgers and distribution would be entirely machine-listed.
3. A tabulated gnd-éf-the-month stores report would be preéafed By
machine and distributed to various departments. This report would
indicate any stock items which are under prescribed minimums.
4, Detailed lists of stores items used on each construction or re-
tirement work order would be machine-prepared.
5. Physical inventorieé would requife no manual listings and over and
short conditions would beldeveloped automatically. Adjustments of

such differences would be machine-priced and recorded.
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6. Inventory control would be asgisted by statistical segregation
of materials by groups as well as in total. This, togetﬁer
with effective authorized stores minimums and maximuﬁs and the
use of a Recﬁrring Stores PurchaselReqﬁisition; w0ﬁid provide
tools for the effective control of inventory.

Cataloging Stores Items

Before cataloging general supplies, we would determine those items to
be treated as minor construction materials. Articles to be carried in general
supplies should be cataloged by group and item numbers. The groupings should be

decided upon jointly by the Engineering and Accounting Departments. A two-digit

numeric coding can be used for "group" and a three-or four-digit numeric code would

cover the items numbers. A one-digit numeric code would provide for the unit of
‘issue_such as, "each", "foot", "pound", etc.

The sequence of items within each group would be alphabetic and the sub-

sequence within each alphabetic group would be size or other similar identification.

Gaps in bogh the group and item numbers would be left for future expansion. One of
the main objeétives in cataloging stores is numbering 'so that any sinéle'item can
légically appear only once aﬁd in proper sequence for ready reference without a
cross index.

Bin Labels and Stock Tags

All bins cérrying iﬁems included in supplies would carry bin labels or
tags showing the following information:

Stock Number

Issue unit

Descriptions

Minimum balance

g SN 00E 0N NS NG A 0N BN 0m O A
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Color signals would be used to designate any reserve stock at another
location and a second color signal to indicate outstanding purchase requisitions.
Replenishment of stockroom items would originate from visual scanning of bins to
compare with authorized minimums. When stock on hand'is at the authorized minimum
level, a Recurring Stores Purchase Requisition would be initiated by the store-
keeper.,

Recurring Stores Purchase Requisitions

A sample of a typical Recurring Stores Purchase Requisition is included
in.the exhibits. These card form§ are held on file in the storeroom in stock num-
ber sequence. When the quantity of any item is at minimum,lthe Recurring Stores
Purchase Requisition would be removed from the file and routed after approvals to

the Purchasing Department for issuance of a purchase order. The following should

be noted:
1, The permissible maximum quantity is shown.
‘ 2, The complete description éxactly as it is to appear on the

purchase order is shown.

3. Provision has been made for severaf vendors.

4, The storekeeper would show the quantity on hand and the
quantity requisitioned to bring up to permissible maximum,

5. We favor approval Qf each stores requisition by the operat-

ing or engineering official most concgrned with the use. At
the same time changes in minimum balances would be included
under such apprgvals,_as minimums, unless constantly updated,
are practically worthless.

6. The Purchasing Debartment would enter the purchase data célled

for and the storekeeper would enter material receipts on this

form.
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Current Month Transaction

Issues and returns to stock would be recorded originally on forms on which
are printed the stock number and description of items used repeatedly. On such.
items the only manual entries required wéuld be the quan;ity of each item and the
account or work order to be charged. This wouid not only decrease the manual
entries on stock slips but provide codiﬁg accuracy. In the case of less frequently
used items, the stock number and description must be eptered mahually.

Physical Inventories and Overs/Shorts Adjustments

Physical inventories would be scheduled over the year by groups and all
counts would be taken as of the month end. Punched inventofy cards would'be produced
mechanically without quantities, interpreted, and forwarded to the various storerooms
in advance of each inventory date. It would merely be necessary for the storekeeper
to enter the quantity on hand at inventory date on thése cards. No manual listings
would be required.

At this time there would bé-available a balance card for each item in each
stockroom. Ihe physical inventory cards and related book balance ¢ards would be
combined fqr over and.short conditions. This report would show the folloQing.
information:

Description

Stoferoom location

Stock number

Quantity per books

Quantity counted

Quantity difference

Unit Price
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Major differences would be investigated and any necessary corrections

made. In recofds for the month following the physical count, overs and shorts

would be included in the mechanical pricing and extension operation.

Monthly Reports

Detail 1lists of iésues, returns,_étc.,'would be created by a;codn; or
work order number at month end. : |

The moﬁthly stores reports WOuld.be méde on multi-copy forms, as fequired,
Qith éne cop& to Engineering to keep them informed regarding stock status. Addi- -
tional pointé of interest related to stores.;epqrts are: l

1. All items under the authorized minimum'wouid be indicated by
. an asterisk.

Whén required, the stock balance for individual items can be

"aged" by the date of last issue or. réceipt. " This will cail

attention to unusedlor obsolete items. |

Conclusion

Our estimates are based on actual experience with similar conversions in

N

. many utilities and have been prepared on a conservative basis.

We have not tried to pinpoint potential savingé in equipmeng orlpersonneli
because of the complexities of the different systems in operation. The counties
and cities would be abie to reduce eqﬁipﬁént rental and personnel cost.

In arriving at tﬁis evaluation, we have éiven_prime consideration to the
provision of complete records fof custbmer confécts and accﬁrate billings so that

public relations will be fully protected.
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CONSOLIDATED COMPUTER INSTALLATION

PERSONNEL
Salary .
No. Title ' Annual Total
1 Manager $12’500. $12,500
1  Assistant 9,500 | 9,500
1 . Programmer : 8,500 , 8,500
5  Machine Operators 5,000 25,000
7 . Key-Punch Operators 4,000 ' ' 28,000
3 Clerks = ' . 3,400 16,200
18 593,700

The above personnel breakdown is for a data-processing system to pro-
cess customer billing, stores records, general accouhting, transportation, labor
distribution and payroll for a consolidated water and sewerage operation.

As the number of water and sewer customers is growing, in all cdun;ies,
at over 6,000 annually, we anticipate that under current methods it would be
necessary to add én aVerage of 2 record-keeping employees per year at the various
offices. The average annual salary is approximately $4,800 per person for a total
of $9,600. The above proposed installation would suffice through 1975 without an

increase in personnel.

) l
. . |
|
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. Specifications - Data Processing Equipment

System 360 - (32K)

guanfitz ' Model _ Ttem _ Monthly Rental

1 ' 2030E  Central Processing Unit $ 2,675

' 3237 Decimal Arithmetic . - 25
4427 - Floating Point Arithmetic 50

6960 Selector Channel 215

7915 1051 Console Attachment . 75

1 N 1051 Console Control Unit 60
1 1 : 1052 Printer Keyboard . 65

- .. 3130 CPU Attachment . 10
4410 Console Attachment .5

4411 ‘ Console Attachment 10
1 2560-1 Card Read Punch : 660
' 5890 Punch. Feed Read 25
1 1403-N1 132 Print Positions 1100 LPM 900
4 ; 2311 . Disk Storage Drives @575 ‘ 2,300
: 2841-1 Storage Control Unit : 525

1 S 14161 Interchangeable Train Carriage . 100
1 o 282141 Control Unit 970
o : " 3615 1100 LPM Printer Adopter 75
5895 Punch Feed Read Control : 55

: | System 360 Computer Rental - 8,800.
6 . 024 Card Punches | 240
2 056 . - Verifiers ' 90
1 083 - Sorter . ‘ o 117
1 . 514 K Reproducer : _ ‘ 175
1 548 Interpreter 100
.Unit Record Equipment 722

* Total Syétem Monthly - ' $ 9,522

Annual Rental . $114,264

* Disk-Storage packs for use on the 2311 disk-storage drives rent for $15 per month
each or can be purchased outright for $490 each or the equivalent of about 33
months' rental cost. We estimate that at least 50 to 80 disk pack would be needed
for all applications. :

The above eduipment would be available to the Engineering Department when
needed. ' : :
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The City of Baltimore would be able to reduce their current equipment

rental costs, unless other applications were applied.
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EXHIBITS

All exhibits in this section are typical rather than specific designs.

These are arranged in sequence of mention in our report.

Title - Exhibits
Schedule 1
Control Record | 2
Punched Card Service Order Master ' 3
Punched Card Service Order 4
Revenue Report 5
General Accounting Report ' | : 6
General Ledger , 7
Work Order Report _ | '8
Work Order Ledger ' | . 9
Recurring Stores Requisition . | 10
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CONTROL RECORDS
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Exhibit 3

Typical Punched Card
Service Order
Master

1 | | ] L L
LUSTOMER NUMBER SERVICE ADORESS RN cITY Y A

SERVICE ORDER [ ] [

NAME i PHONE NO. DATE TAKEN DATE WANTED

A

. P
RES. | |2 B (=3 ) B STHER 3 2 7 6 =) [EMERG,
oo | [Ranae frerer] awn | rwn | mear o wearjorven| 18 nsPECT] NEW | Liowt Jaowust | ST | 8O | SEAS | SERR

INSTRUCTIONS

TAKEN BY TIME OISPATCHED BY
h a .
P

NZPpE2XIOE

1

~“~Toom>D

ODORANTY .
g OAre Time - GREEN TAG REO TAG FOLLOW uP MOSE OROER
| D ) WRITTEN D WRITTEN D WRITTEN D WRITTEN .

Mé TER FOUNO METER LEFT COMPLETEO BY ICOMPLET!ON 0ATE TIME ARRIVED TIME LEFY
OFF LOCK|ON OFF Lock

2
L4

P

CUSTOMER [T oATE

NUMBER PO METER METER SIZE T IMTR] [C
betimet oot SERVICE ADDRESS J CiTY. H eaatR o -:Em MRl 1G], .
V2T U T 8[3[BUNBUBBIBNIDNRRNBRN AN NEBNERI RN ICOUssTasloxisenussannven eoualulnushinnissnen




METER SET ORDER

Exhibit 4
Typical Punched Card
Service Order

DATE TAKEN

DATE WANTED

TAKEN BY

TIME
A

SUF, NAME

HUSBAND = WIFE

QEPOSIT
NQ DEPOSIT

¢

DEPOSIT NO.

C/0 NAME

PHONE NO.

INSTRUCTIONS

MAILING ADORESS — STREET

TYPE OF PREMISE

RANGE AW H

REFER TWH

OTHER

MAILING ADDRESS - CITY

VETER NO.

MAKE - SIZE

METER LEFT
OoN OFF LocK

SERVICE AOORESS

METER LOCATION

aTy

e
1 DATE COMPLETED
!

COMPLETED 8Y
A

PRESENT READ

CUSTOMER NUMBER

METER B0OK

GLOBE 206953
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CONSTRUCTION AND RETIREMENT
: WORK ORDER REPORT
Exhibit 8 - Typical Work Order Report

PAYROLL DESCRIPTION mo.] YR, so. © AMOUNT : WORK OROER
Vookly

1

|

1< - Bi-weskly : '
|

t

13 . Semi-monthly
14 . Confidenticl

15 - Interim - Accruol &
Roversol

1~

Misc. Adjustments

TRANSPORTATION
21 .Distribution
29.- Misc. Adjustments

STORES
33.1ssuos
34 -Returns
35-Sales )
36 -Sales Returns

37 . lnventery
Adjustments

39 - Misc. Adjustments

ACCOUNTS
PAYABLE

40 - Intorcompany Bill
41 .Distribution,
49 - Misc. Adjustments

'JOURNAL ENTRIES
70 - Plont Additions
7' .Piont Retirements
Plont Tronsfers

73 .Closing Retirement
Orders

74 - Depreciotion
Provisions

75 - Dopreciotion
Teonsfors/
AdlunmoM.l

76 - Plont Adjustments
77 - Gonerol Ovorhoods
83 -Storos Clooring

84 . Payroll Toxes

85 - Printing & Stotionery
86 -Work Order Tronsfers
89 - Misc. Adj. -Others
90 - Miscolloncous

CODE

01.Closing
Construction

Bt S s

02 - Rotiroments

06 - Cost of Romovel
07 -Salvoge

4

ARM 103-28142 2/62
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REGIONAL GROWTH
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- POPULATION

The population projeétions shown on Table Number 9, aré the result of
a careful study of the statistical data‘found in such sources as the U. §. Bureau
of the Census and various feﬁorté~pre§ared by cOnéulting firms, the Regional Plan-
ning Council and local governmental agencies. Each of the principal areas in
the Baltimore Region was studied separately and the final product was a summation
of these individual estimates. The population in each of these areas has been
experiencing a healthy growth rate except for the City of Baltimore. Here, the
population has been decreasing. We have predicted that the population in the
City of Baltimore will again increase before 1970.

In addition to a careful study of statistical data, a population pro-
jection should reflect factors which cannot be reduced to numbers. Some of these
items which cause us to take an optimistic view of the future growth potential in
Metropolitan Baltimore are the following:

1. Baltimore's strategic location in the transportation corridor

of the rapidly expanding and developing megalopolis encompassing

the region from Atlanta to Boston.
2. The abundance of usable land that is available for development

in the Baltimore area.

3. The natural beauty and pleasant climate of the Baltimore Region.
4, Baltimore's diversified industrial activity and growth.
5. A proven record of good and effective administration at the

various levels of government.
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6. The availability of numerous institutions of higher education.
7. The last and probably the most important factor of all is the

- abundance of good water in the Baltimore Region.

The estimated average annual rate of growth for the period 1960 thru 1970

is 2.35%, with an over-all growth during the decade of 26%.
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POPULATION SERVED

Closely aligned with totallpopulation-is the pqpulation receiving utility
service as shown 6n Table Number 10. The étility services have been combined within
the 6 major areas of the Region and represent water service. Sewer servicé would
show slightly smaller figures in each inétance. The coverage of an_estiméted 85%
of the pﬁpulation is an excellent record. This reflects the accomplishments of
the Baltimore'City Water System which we have shown as rendering 106% coverage with-

. _ 5
in the city limits. It should be noted that as the suburban population grows, there
is a gradual dilution of this high percentage of coverage. lThié is recordéd in the

face of ahealthy gain in customers in these'outlying areas, and indicates the éxisting

challenge to meet the increasing demand for water service in the area.
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CUSTOMERS AND RAW WATER DEMAND

Voo 7

(R 3

lHéving estimated the popﬁlagion\ferved, it is now possible to project the
number of customers and the demapd for raw water. The term raw water is the groés
‘amOunf of water,fequirea béfore system losses and nonrevenue uses. It is usually
measured in MGD (million gallons per day). Using the years 1960 through 1964, we
calculated the (GPCD), average daily use per capita of population serviced, for éach
of thelareas in Metropolitan Baltimore. The historicai trendlis an'increase\in GPCD
and we expect.this to continue. A numbér of factors contribute to GPCD. such an in-
duétrial consumption and other nonresidential.ﬁsage. The average residential con-
sumer is also requiring moré watef, as the saturation of wéshing machines, dish-
wasﬁers and swimming pools rises.

The increase in population serviced and water demands can be seen in area

totals, as follows:

1960 1970
Population Served . 1,526,800 1,837,100
Average Daily Demand (MGD) 221.4 $296.7
Average Per.Capital

Consumption (GPCD). 145.0 161.5
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RATES AND REVENUES







RATES AND REVENUES

Revenue Producing Methods

There exists in the various water and sewer utilities in the Baltimore
Region a number of methods of raising revenues. A description of each of these
methods follows:

A. Water Service Revenues

Flat rates for unmetered customers - This is a form of rate
which is usuaily a carry-over frqm eérly water works prac-
tices when the water supply was abuqdant and costs were
relatively low. The flat rate in the Baltimore area is based
‘on factors such as the width of the lot, fhe number of fixtures,
the number of families in a building and number of individual
connections. Experience has shown that this is not a fair or
equitable method of spreading cost and that it often encourages
waste of water. The bulk of unmetered customers remain in the
older sections of Baltimore City and an active progfam has been
in effect for a number of years to instéll meters on all of

these services.

Block Rate with Minimum Based on Meter Size - Tﬁis is the most
common.raté in effect throughout ghe Region. It provides'fof

a decreasing rate as, the vélumetric consumption increases. The
minimum charge is based on the instailed meter'sizé. An example
of this type of rate is the metered rate in effect in the City

of Baltimore.




- 2 -

First 5,000 Cubic Feet per quarter @ $2.50 per 1,000 Cubic Feet
Next 45,000 Cubic Feet per quarter @ $2.50 per 1,000 Cubic Feet
Over 50,000 Cubic Feet per quarter @ $1.00 per 1,000 Cubic Feet

Minimum Quarterly Charge based on meter size.

3. Fire Protection - No uniform practice appears to exist in the

Region for charges for fire protection. Practices vary from a

flat annual charge to service under existing metered rate schedules.

4. Front-Foot Assessments - This is a common revéque producing practice
outside of Baltimore City. The purpose.of this type assessment is
to distribute the cost of debt service on an equitable basis :to
those customers affected by extension of the existing system. This
assessment originally was based on the life of the financing method,
but there seems to be a tendency.to continﬁe the assessment after

the debt has been satisfied.

5. Local Taxes - In a numbér of cases the water utility's operations
are subsidized from general tax funds. Property taxes therefore
become a contributing factor in meeting revenue reduirements. Re-
cent legislation in Anne Arundel County ! has contained the provi-
sion that the operations of water and sewer utilities must be self-
supporting. In such a case local taxes’will cease to be a‘source of

revenues.

6. Area Charges - This is sometimes .called a 'benefit assessment' or area

service charge and is usually added to the customer's tax bill. The
normal purpose of this type charge is usually a quick expedient to pre-
vent a financial deficit or eliminate the necessity of increasing rates.

7. Connection Charges - These are charges made by the utility to the cus-

tomer for connecting his water or sewer service. The charge is usually
based on the experience of the previous year's expenses or on a set fee

sufficient to cover the-'related costs.

1 Article VII Section 717, Revised County Charter
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Sewer Service Revenues

1.

Percentage of_Metered'Water Charges - This is the moSt common
sewer rate application in.the Baltimore Region. .It is generally
considered the fairest dis;ribution of chargeé, since the volume
of sewage is normally directly;related to Water'conSumption.
There are a few exceptions ‘which merit relief upder.this fybe
of rate such as agricultural usage.

Number and Type Qf Fixtures and Appliances - This method requires

én inventory of fixtures and equipment in use by each cusﬁomer.
Each of these items is weighted ;ccérding to its éontributioﬁ to
the sewage load and the sew¢r bi11 is based on the resulting
weighted point total. This method is in use in .Baltimore County.
Satisfactory administration of this type ééie reéuires inspection
and constant surveillance.to éssure complete'and'equitable'billing.
Items (4) through (6) in section A apply in.the same manner .to |

sewage works.

Geéneral Comments'On Rates And Revenues

for the water and sewer utilities in.the Baltimore Region, .the following conclusions

After studying the various methods used to satisfy the revenue reqﬁiremeﬁts

and suggestions are made:

1.

Comparison of rates is practically meaningless due to the dispro-

portionate effect of the other sources of revenue in the various

utility operations. In other words, a low rate often indicates

‘higher assessments and vice versa.

The methods used to produce revenues usually revert to an honest

~attempt to relate income to expenses. Histdrically, rates were
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designed to cover the total cbst of ‘service. _Assessmept charges

were instituted to relate additional debt service.cost to the

responsible and benefiting individuals. Local taxes and area

charges were usually added to prevent rate increases. None of

these methods are patently unfair, but with the constant desire

to keep rates as low as possible, these methods had gradually

lost their revenue and expense relationship. 1In most césesl.

exiéting water and sewer rates are too low.

Our recommendation as to a solution to these problems would be a

cost of service study which we will describé in a 1ater-section.

Our study of the numerous water and sewer rates that are now in effecf in
the area has resuitéd in the following apparent weaknesses. If an over-all commis-
sion is established, these weaknesses should be corrected in the merger. In the
event that no merger takes place, they may merit cérrective action by the agencies
qoncerned.

1. The published rate schedule for Baltimore County customers on.

Metropolitan-owned mains is the following:

First = 5,000 cubic feet per quarter @$1.50 per 1,000 cubic feet
Next ) 95’000 " " " . " @$1. 30 41 ll. " 1"
Next . 900 , 000 . @$]_ .20 " wo "
Over 1,000,000 ) @$1.00 ) " " " "

Over 12,000,000 o © = all charged at $1.00 per 1,000
' : _ cubic feet. No sliding scale.

"Under this schedule a situation exists where. a customer using 12,000,000
cubic feet would be billed. $12,211 under the first 4 steps in the rate. This same

customer could use 12,000,001 cubic feet or 1 additional cubic foot and his bill

would be $12,000.under the provision of the 5th step of the rate. The additional

use of 1 cubic foot therefore results in a saving of $211. An increase ‘in consump-

tion should not produce a reduction in the total bill.
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2. The rates for and revenues derived from fire protection service
appear too low. This conclusion is based on the relatively small
percentage of fevenue résulting from this.servige as Well.as
charges in effect in other areas. The present policy of allowing
usage of water for normal consumptién through fire protection
services is also a questionable practice.

3. 'The existing sewer rates at present are basically related to volume.
In addition to vélumeﬁric charges, we bglieve that a provision
should be included in the.rate whereby a customer who is discharging
into the system sewage which is unusuélly difficult to treat wouid
be subject to a surcharge. Such a proviéion does not have to apply
to all sewage but only where treatment requirements are, suspected to
be abnormally high. A variety of ind;strial aﬁd proééssing wastes
could be considered in this_categéry.

Cost-0f-Service Study

What is meant by a-"Cost-of-Service Study"? Basically it is a detailed
study involving each expense item in the total cost of rendering a'se?vice. Each
ite@ is allocated to its réspective class of service and geographical area. The
final resﬁlt indicates the cost to.gerQe a pafticulaf class of customer in a given
area of the systém. If'a mérgef is accomplishea,.it would be most desirable to have
uniform rates throughoutlthé-syétem._ A cost-of-service Study would indicaté any

inequities in the establishment of uniform rateé._ The final use of the results of a

cost-of-service study would also constitute the basis for the design of rates to pro-

duce fevenues-suffiqient to cover the total cost of operating the merged system.
In the five counties surrounding Baltimore and the city itself, there exist

approximately 25 different water rates and roughly a similar number for sewage service.
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In addition there is an assortment of.miscellaneous chargeé for eQerything for ser-
vice to a vacant lot to-cleaning a clogged sewer. The remaining revenue require-
ments are satisfied by a variety of assessmenfs, taxes and connéction charges.

In the event of a merger of all these activities, it would be neéessa;y
to reduce this multitude of charges to as few as possible. This consolidation,
however, creates a number of questions that deserve answers. Some of these questions
are:

1. Is a uniform rate for metered water service fair and equitable to
customers in all areas of the Region?

2. Is a uniform sewer rate equitable?

3. What percentage of the total costs shoﬁld be supported by such

services as fire protection, sewer, etc.?

4, What' charges should be assessed as minimums for each of the meter
sizes?

5. What will be the basis for futurg main extension?
We strongly recommend the use of a cost-of-service study to resélve the
previously mentioned problems. It is also appparent that.such a study Qouid‘be of
fundamental value to ;he presently. existing water and sewer operations in meeting

their current problems.
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FORECAST OF OPERATIONS

Determination- of Revenues

The projeétion of customers andfthéir related cbnsumptions leads to the
problem of determining the revenues to be derived from a given rate. If the aver-

age use of all customers remained constant, we could divide the total revenue by

. the total consumption and the result would be a unit rate. This unit rate could

then be multiplied by the new consumption and we would have accﬁrately determined
the new revenue figure. Unfortunately, the average use does not remain constant,
and the unit rate is an unreliable method of projecting revenues. In most cases
the average use is increasing and tﬁis increase forces more.consumption into'the
lower steps of the rate.

The.best method of determining the consumption in each rate block for al
projected period is through the use of a Cumulative Frequency Curve or, as it is
sometimes called, an Ogive Curve. This curve is'normally developed from a bill
analysis. A bill analysis is a'coung'of all the bills and their related cénsump-
tions for each of a sgries of levels throughout the range of use. After discuss-
ing the Availability of such a bill analysis with members of the Machine Accounting
Department of the City of Baltimore, it was found that'oﬁly two billing periods
would be available. It was decided that this would not be a representative sample
since it did not include the.higher'summer consumptions.

Lacking appropriate biIl"analygis data, we proceeded to develop a
Synthetic Cumulative Frequency Curve for each of'ﬁhe'eleven different meter sizes.
These synthetic curves were developed from a family of curves of typical residen-
tial, commercial and industrial usage. ‘The accuracy of each of the curves is mea-
sured by calculating the revenues for a given group of customers where the consump-

tion and revenue are known. The calculated revenue can then be compared with the
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known revenue and a percentage of érrof determined. The test year in ;his.study
was 1964 and'the results produced from the synthetic curves proved remarkably
accurate. Revenues were then computed for each of.the five years of projectibns
for each of the eleven sizes and each rate.” While this is a lengthy and tedious
procedure, we are convinced that it is the most accurate method of calculating
revenues not only for forecasted periods'but for purposes of rate changés;

In addition to the calculation of revenues for each rate and meter size,
we individually analyzed the other revenue accounts. The projectién of eacﬁ'of
these accounts was based on histofical trends plus other anticipated factors.

Expenses of Operation and Maintenance

Where it was deemed of<qse in estimating with é greater degfee of ac-
curacy, Qe analyzed stem accounts such as.geﬁeral expense, operating expense,
‘méintenance expense, operation and maintenance of pumping plahts, etc., rather
than the total fiéure_for the utility. These accounts were analyzed for their
historical relationship to average customers served, water volume handled or
simply their average rate of growtﬁ over the past six years. The relationship
;with the better pattern (providing it had a physical relationship as weli) was
trended into the future in_liné with esfimated customer growth, water use and
inflation. Our determination of the present state of the physical plant and the
maintenance standards thereof also entered int§ the process.

The very small units were treated in the same general manner but by
using total operation and maintenance expense..

Construction Program

Wherever possible we have taken the proposed six-year capital budget
of each individual utility. 1In the case.of the Bureau of Water Supply we were

forced to allocate the six-year total to an assumed year or years for each project.
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Two utilities had long-range plans without indieation of specific expenditure by
year, giving instead a total figure'before 1980 and.a total figure before 2000.
Here again we made our own estimate of the ;iming of these programs to obtain
figures for the period of the forecast. Knowing the past history of the area
and having estimates of substance covering- its future growth, we believe in all
instances that the total regional capital-spending estimate is reasonabie.

Capital Financing

We have totally disregarded State and Federal grants or loans as a pos-
sible source of funds. Obviously some, possibly many, dollars will be ultimately
obtained. The amounts to be applied for, the émounts likely tolbe granted, and
above all, the years in which the money would be obtained are highly uncértaiﬁ.
ConservatiQe forecasting forces us to ignore this avenue of funds and assume that
thé required financing will be 100% debt, except'for-thé relatively small amounts
of cash appropriated each year for minor cdnstruction, which we have continued at
their recent levels.

New financing needed to meét capital requirements during the period
July 1, 1965 to June 30, 1970 is estimated at $193,400,000. The réquirements,
by fiscal years ending June 30, are: |

-Thousands of Dollars

1966 - $ 26,800
1967 43,100
1968 : 45,700
1969 41,500
1970 ~ . 36,300

$193,400

All financing is projected as being through sale of 30-year general obli-
gation bonds, with repayment provisions being patterned generally on past expérience

of the respective issuers. Based on current yields for municipal securities, we have
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assumed that effective interest rates on new financing, if done at the presént time,
would be approximately 3.35% for Bal;imore County, 3.625% for Anne Arundel County
and 3.50% for Baltimore City and_the other cities and counties included in our
study. These interest rates have been usedlpo estimate financing for the re-
spective systems throughout the projected period.

Operating Results

Statements. 10 through 15 inciusive, present the forecasted operating
- results of the six groups of utilities for the fiscal years 1966 thrbugh'1970.
These results are based on a complete continuation of operations as ‘they are now;
no éavings,due to individual reorganizations have been included. (A summary com-
parative, listing of these six stateﬁents appears on Statemeﬁt 1, following page 90.)
Statement 16 presents the regional total income statement for continued
as-is operation on a consolidated basis, i.e., wi;h'interutility contra charges

and revenues removed to arrive at real revenues and expenses on a net dollar
input-output basis.

" Integrated Operations v

Statemeﬁt 17 reflects estimated results of opérations of an integrated
system under Commission ownership.

Future capital requirements of the integrated system were estimated to
be provided partly from revenues from customers, with the balance to be.realized
through sale of 30-year revenqe'bonds to be extinguished by semi-annual payments
in equal amounts to cover both principal and intereSt. Totél estimated capital

requirements and the amounts to be derived from each of the above sources are:

N - I am N -

,..

.
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) . Thousands_of Dollars
From '
Service. From Sale .
Revenues of Bonds Total
‘Fiscal 1966 Ty " § 26,600 § 26,600
1967 ., . .. .2,600. - . 40,300 - 42,900
1968 3,100 42,400 : 45,500
1969 L 3,800 . 37,500 . 41,300
1970 - 4,500 31,600 36,100
$14,000  $178,400 $192,400

After discussion with several municipal bond experts, we assumed that
water aﬁd sewer revenue bonds in the Baltimore' area would carry an effecti?e in-
terest rate of about 1/8% more than would general obligation bbpds of the city
of Baltimore. Therefore, we have used an interest rate of 3.625% on all bonds
estimated to be sold bylthe Commission during the projected éeriod.

Further assumptions made as a result of our discussions and research are:

1. That, with respect to revenue bonds of.the'Commission, a oné

and one-half times earnings coverage of maximum annual debt

service requireﬁents would be required for issuance of addi-

tional bonds.

2. That a "Bond Reserve Fund" equal to the succeeding year's
principal and interest requirements on all bonds sold by
the Commission would have to be maintained.

3. Tﬁat all revenﬁes in excess of operating expenses, debt

service and "Bond fund" requirements would be used for

water and sewer construction.

The savings in operafing and maintenance costs that are estimated for the
Commission are similar to those on page 72 of the report, with the exception of those

listed for construction and financing, which are factored into the financing program
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just described. (It should be noted that the page 72 savings are as of‘caiendar
year 1965, while Statement 17 is on a fiscal year basis.)

We assume that all existing debt will be taken as an obligation of the
CMSC. The low rates enjoyed'by the earlier issues are sﬁch that no advantage
would be reélized by refunding them. Legal obstacles, particularly in the case

of the City's debt, are also prohibitive.

~
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CITY OF BALTIMORE
BUREAUS OF WATER SUPPLY AND SEWERS . _
ESTIMATED REVENUES AND REVENUE REQUIREMENTS
" FOR_FISCAL YEARS ENDING JUNE 30, 1966 THRU 1970

(Thousands of Dollars)

1966 1967 1968 1969 1970

Revenues:
Water and ‘Sewer Service Charges (1) $17,750 $18,371 $19,070 819,793 $20,492
Local Water and. Sewerage Taxes ' o :
Sewer Treatment Revenue (2) 650 663 677 . 691 705
Miscellaneous Revenue 182 180 178 176 174
Total Revenues - 18,582 19,214 19,925 20,660 21,371
Operating Expenses 9,093 9,484 9,909 " 10,354 10,877
Net Revenues _ 9,489 9,730 10,016 10,306 10,494
Other Receipts: ' '
Front Foot Assessments
House Connection Charges ' ' 500 500 500 500 500
Deficits and Area Service Charges ' . .
' Miscellaneous Receipts 2 2 . 2 2 2
: Total Other Receipts 502 502 502 502 . 502
- Available for Debt Serv1ce, etc. : 9,991 10,232 10,518 10,808 10,996
Debt Service: . ,
Interest 3,625 3,669 3,803 3,864 3,863
Redemptions : B ‘ 5,679 5,843 5,757 5,873 _ 6,579
Total Debt Service . 9,304 9,512 9,560 9,737 10,442
Available for Construction, etc. $ 687 $ 720 $ 958 $ 1,071 8 554

(1) Excludes $300,000 estimated annual payment to County.

(2) 1Includes income from Baltimore and Anne Arundel Counties.




BALTIMORE COUNTY
METROPOLITAN DISTRICT

ESTIMATED REVENUES AND REVENUE REQUIREMENTS

FOR_FISCAL YEARS ENDING JUNE 30, 1966 THRU 1970

(Thousands of Dollars)

Statement 11

1966 1967 1968 1969 1970
Revenues: :
Water and Sewer Service Charges (1) $4,236 S$4,485 84,757 85,048 $ 5,313
Local Water and Sewerage Taxes
Sewer Treatment Revenue .
Miscellaneous Revenues 36 37 39 41 43
Total Revenues 4,272 4,522 4,796 5,089 5,356
Operating Expenses ' 3,276 3,579 _3,869 4,204 4,630
Net Revenues ' 996 943 927 885 726
Other Receipts: _ . .
Front Foot Assessments . 3,630 3,812 4,010 4,223 4,410
House Connection Charges : 2,000 2,000 2,000 2,000 2,000
Deficits and Area Service Charges 250 250 250 - 250 250
Miscellaneous Receipts : 143 143 143 143 143
Total Other Receipts 6,023. 6,205 6,403 6,616 6,803
Available for Debt Service, etc. 7,019 7,148 7,330 7,501 7,529
Debt Service: _ : :
Interest _ 2,774 3,093 3,443 3,800 4,123
Redemptions , 3,156 3,533 3,939 4,424 4,997
Total Debt Service 5,930 6,626 7,382 ° 8,224 9,120
Available for Construction, etc. $1,089 $§ 522 $§ (52) $ (723) $(1,591)

(1) 1Includes $300,000 per year from the city.
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ANNE ARUNDEL ‘COUNTY AND ANNAPOLIS

DEPARTMENT OF PUBLIC WORKS - WATER AND SEWER SERVICES
ESTIMATED REVENUES AND REVENUE REQUIREMENTS ‘

FOR _FISCAL YEARS ENDING JUNE 30, 1966 THRU 1970

(Thousands of Dollars)

Revenues:
Water and Sewer Service Charges

Local Watér and Sewerage Taxes
Sewer Treatment Revenue
Miscellaneous Revenues
Total Revenues
Operating Expenses
Net Revenues

Other Receipts:

Front Foot Assessments
House Connection Charges
Deficits and Area Service Charges
Total Other Receipts
Available for Debt Service, etc.
Debt Service: .
Interest
Redemption
Total Debt Service
Available for Construction, etc.

Statement 12

1966 1967 1968 1969 1970
2,592 $2,743 $2,930 $ 3,137 $ 3,368
376 398 426 448 470

51 51 51 51 51
3,019 3,192 3,407, 3,636 3,889
1,730 1,849 1,979 2,142 2,300
1,289 1,343 _1,428 1,494 - _ 1,589
1,265 1,358 1,465 1,588 1,725
463 495 532 575 623
184 195 210 225 244
1,912. 2,048 - 2,207 2,388 _ 2.592
3,201 3,391 3,635 3,882 4,181
1,130 1,733 2,271 2,774 3,138
996 1,336 1,916 2,566 3,117
2,126 3,069 4,187 5,340 6,255

31,075 § (552) ST1.458)
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CARROLL COUNTY MUNICIPALITIES AND SANITARY COMMISSION
' - WATER_AND SEWER SERVICES

ESTIMATED REVENUES AND REVENUE REQUIREMENTS

FOR FISCAL YEARS ENDING.JUNE 30, 1966 THRU 1970

(Thousands of Doliars)

Revenues:
Water and Sewer Service Charges
Local Water and Sewerage Taxes
Sewer Treatment Revenue
Miscellaneous Revenues
Total Revenues
Operating Expenses
Net Revenues
Other Receipts:
Front Foot Assessments
House Connection Charges .
Deficits and Area Service Charges
Total Other Receipts

-Available for Debt Service, etc.

- Debt Service:
Interest
Redemptions
Total Debt Service

Available for Construction, etc.

Note: The municipalities set forth herein are Manchester, Mt. Airy, Hampstead,
New Windsor, Taneytown, Union Bridge, and Westminster.

1967

Statement 13

1966 1968 1969 1970
$341  §353 . $ 368 .$ 383  § 398
341 353 368 383 398
207 247 246 270 297
134 106 122 113 101
134 106 122 113 101
69 83 141 230 324
9 59 88 - _ 177 270

78 142 229 407 594 -

$ 56 $(36) $(107) §(29) $(493)
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HOWARD COUNTY METROPOLITAN COMMISSION
WATER AND SEWER SERVICES

ESTIMATED REVENUES AND REVENUE REQUIREMENTS

(Thousands of Dollars)

FOR FISCAL YEARS ENDING JUNE 30, 1966 THRU 1970 -

Statement 14

1966 196 1968 1969 1970
Revenues: - o
Water and Sewer Service Charges $ 196 $ 212 $ 232 $.252 $ 272
Local Water and Sewerage Taxes 280 300 320 340 360
Sewer Treatment Revenues
Miscellaneous Revenues 42 43 45 46 47
Total Revenues . 518 555 597 638 679
Operating Expenses 266 303 338 377 413
Net Revenues 252 252 259 261 266
Other Receipts:
Front Foot Assessments ©
House Connection Charges 41 44 44 44 44
Deficits and Area Service Charges '
Miscellaneous Receipts
Total Other Receipts 41 44 44 44 44
Available for Debt Service, etc. 293 296 303 305 310
Debt Service:
Interest 338 435 515 627 748
Redemptions ‘ 157 357 428 551 694
Total Debt Service 495 792 943 1,178 1,442
Available for Construction, etc. $(202) $(496) $(640) 873 $(1,132)




Statement 15

HARFORD COUNTY METROPOLITAN COMMISSION AND MUNICIPALITIES
WATER AND SEWER SERVICES
ESTIMATED REVENUES AND REVENUE REQUIREMENTS
FOR FISCAL YEARS ENDING JUNE 30, 1966 THRU 1970

(Thousands of Dollars)

Revenues:
Water and Sewer Service Charges
Local Water and Sewerage Taxes
Sewer Treatment Revenue
Miscellaneous Revenues
Total Revenues
Operating Expenses
Net Revenues
Other Receipts: (1)
Front Foot Assessments
House Connection Charges
Deficits and Area Service Charges
Total Other Receipts
Available for Debt Service, etc. _ 223
Debt Service:
Interest 251 436 495
Redemptions 100 303 342
Total Debt Service $351 $ 657 7 $ 837
Available for Construction, etc. $(94) $(413) %2501) $(614)

Note: The municipalities set forth herein are Bel Air, Aberdeen, and Havre De Grace.

(1) Other receipts are included with service charges.




- 13 - . Statement 16

CONSOLIDATED REGIONAL WATER AND SEWER UTILITIES
ESTIMATED REVENUE AND REVENUE REQUIREMENTS

(Expressed in Thousands of Dollars)

Fiscal Years Ending June 30,
1966 1967 1968 1969 1970

Revenues - .
Water and Sewer Service Charges $25,604  $26,660 27,836 $29,076 $30,276
Local Water and Sewerage Taxes 656 698 746 . 788 . 830
Sewer Treatment Revenue 85 88 92 96 100
Miscellaneous Revenues 303 303 305 - 306 .- 307

Total Revenues . _ 26,648 27,749 - 28,979 30,266 31,513

Operating Expenses . 14,231 15,124 15,983 16,969 18,114

Net Revenues - 12,417 12,625 12,996 13,297 13,399

Other Receipts - ' : : :

Front Foot Assessments - 4,895 . 5,170 5,475 5,811 6,135
House Connection Charges . 3,004 3,039 3,076 3,119 3,167
Deficits and Area Service Charges 434 445 . 460 475 : 494
Miscellaneous Receipts 145 145 145 145 145

Total Other Receipts 8,478 8,799 9,156 9,550 9,941

Available for Debt Service, etc., ' 20,895 21,424 22,152 22,847 _23,340

Debt Service - : : :

Interest 8,187 9,341 10,573 . 11,731 12,691
Redemptions ' 10,097 11,278  _12,385 13,894 15,999

Total Debt Service 18,284 20,619 22,958 25,625 28,690
Available for Construction, etc. 8§ 2,611 § 805 $-_(806) $(2,778) $(5,350)
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CENTRAL”MARYLAND SANITARY COMMISSION

ESTIMATED REVENUE AND REVENUE REQUIREMENTS

(Expressed in Thousands of Dollars)

Statement 17

Fiscal Years Ending June 30,

1966 1967 1968 1969 1970
Revenues $36,833 $40,961- $43,914 $47,123 $51,417
Operating Expenses ’ ' 13,795 14,671 15,513 16,481 - 17,607
| Net Revenues 23,038 26,290 28,401 30,642 33,810
Income From Investments _ 502 713 933 926 888
Available For Debt Service, etc. 23,540 27,003 29,334 31,568 _ 34,698
Debt Service - Assumed Debt: _
Interest . - | 7,900 7,618 7,326 7,042 6,761
Redemptions . 10,126 10,376 9,907 9,821 10,339
Total : - 18,026 17,994 17,233 16,863 17,100
Balance 5,514 9,009 12,101 14,705 17,598
Debt Service - Commission Debt ' o
Interest 960 2,395 3,878 - 5,153 6,186
Redemptions - - | 502 1,281 2,128 2,914 _ 3,617
Total ' ' 1,462 3,676 6,006 .. 8,067 9,803
Available for Debt Reserve Fund, ‘
Construction, etc. _ $ 4,052 $ 5,333 $ 6,095 $ 6,638 $ 7,795
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PROPERTY TAXES

Regarding Ad Valorem Taxes

An argument could be made that requiring a public authority to pay prop-
erty taxes to local political units is simply a transferal of money from one pocket
to another and does nothing but artificially inflate the revenue and expense budgets
of both.

We disagree on the following grounds: (a) Being forced to pay ad valorem
taxes will help coerce the sanitary utility into behaving more along the lines of a
cost-conscious private utility. It will be penalized fof.building structures more
costly or extensive than immediately needed and for holding real estate in excess
of foreseeable needs. When a choice between otherwise equally useful investment
placed in a high or low tax area or a choice between high or low cost land is to
be made, this cost factor would help channel the investment decision into the more
economic alternative from the short-range point of yiew which would benefit both
rate payers and the local tax payers. The tendency to plow ahead and condemn prime
ratable property will be discouraged, but would, if still followed, not prove a
financial blow to the governing body. (b) Sincé the utility's revenues will come
from customers getting a service, a measurable commodity for their payment, a certain
burden of govermmental cost will be shifted from tax payers to these service-receiﬁing
customers. (c) Political and public resistance to utility investment in their area
will be lessened when it is realized that this investment, necessary in any event,
will be a tax-paying one. (d) Those areas such as the City of Bal;imore, which have
a tremendous investment in public assets and a static or declining tax base will
realize a slowing of this erosion.

Will this drive the cost of water and sewer services uptoohigh? It
requires great economic (or perhaps philosophic) insight fo determine the point

of "too" high. .(Certainly such a move as requiring a publicly owned body to pay
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property taxes will reﬁove one of the cost advantages a public utility has 6ver
an investor-owned utility. But these two utility concepts are not competing here;
there is either one of the other. 1In all fields of endeavor taxes are a cost of
do?ng business. Region—wide, as in Anne Arundel County, we feel tHat this cost
should be recognized and met by the general customer.

We tend toward the growing opinion thaﬁ over the years water and sewer
serviceslhave been underpriced. Replacement of obsolete and depreciated faciii-
ties and the provision of qew facilities have not beén at all times.provided for
by regular routine charges. If charges are equitably and uniformly sef; and if
waste and inefficiency are not present\in utility operations, eésential saﬁitary
services cannot by definition be priced too high. There is no alternative service
in an urbaﬁ area.

Two interesting comments on this point may be gleaned from an article in
"Fortune' magazine of March, 1965, reporting the proceedings of a conference on
urban tax problems sponsored by the Lincoln School of Finance, the National League
of Cities, The Urban Land Institute éﬁd Time, Inc.:

"™Most of us. think some cities might wisely collect more révenue -

in some cases a substantial fevenﬁe -~ from more adéquate service charges’
for what afe in effect publicly dwned utilities: water suppiy, sewage
disposal, garbage collection, parking space on and off the.streétg,letc.”

"In addition, cities might greatly bénefit By making direct éharges

for many municipai services. . Just becausé-a utility service like Qater
supply, garbage collection, or sewage disposal is provided bylthe cify
instead of a private utility does not necessarily mean the service must

be offered free or at a loss."



Effect of Property Tax Provision

Statéments 18 through 21lf01}owing this section present an estimate of
what the net effect oﬁ each politicai_bbdy would bg during the'five-year period
1965-66 through 1§67-70 under the recqmmeﬁded ad valorem tax compensation provi-
sion. In these Statements the individual Coﬁnty tax ratés were estimated,.rather
than using one singleloverall rate, since this seemed a step cioser to réality.
The following assumptions were also made:

(a) Tax rates é;e effective rates on 100% value.

(b) Valuations are at cést.

(c) 15% of the Susquehanna Aqueduct'islin BaltimorelCountyf

(d) 85% of the Aqueduct is in ngford County.

(e) 6.5% of the City's reservoir land value is in Carroll County.

(f) Debt is retired uniformly in éaéh'locale;

These assumptions and compqtatioﬁs are presentéd in detail so that at

any time more refined or later data may be substituted and the calculations re-

‘worked by anyone interested.

Another assumption, and one that proves to be decisive in determining.
the flow of tax paymenfs from one body to anqther, is that new Commission plant
is taxabIe'as wéll as pre-existing.plaﬁt over and aBove outstgnding debt. State-
ment 20 summarizes the taxable plant in each locality, the effective tax rates
and the taxes recéived by each body.

In our opinion the mere 'shifting of éomelof the locai property tax
burden away'frém property owners and onfo‘commodity_rate payers is sufficient to
provide thg.compensatidn required. But it can be said that.the fairness of the
arrangément cannot be weighéd unless the source of the tax pa&ménts is also esti-

mated and the net in and out flow determined. - However, in estiméting the source
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of revenues in the service area of the.Central Maryland Sanitary Cqmmissioﬁ we
run head on into a situation where.it is obvious fhat ét best on1y a vér&ﬁrOugh
estimate can be méde,'for the simple reason that no rate structure fér the Com-
mission exists éna even its basic form ié uncertain. (Elsewhere we recomﬁeﬁd'
as uniform a rate as possible but only after a careful cost-of-serQice stﬁdy;).
it may be safely said thatlin a given set of consumer circumstances, rétes caﬁ
be desiéned.to give the results desired.

On Statement 20 we have also estimated area payments on a.per-customer
basis. This is as reasonaBle a quick estimate as aﬁy and is in iine with our
previous analysis of partial mergers.

It is at once apparent that as a means of equitable long-range cbmpénsa-
tion to the present owners of the majorit& of the region's facilities, the City
olealtimore, thié syétem in total does not gi&e-the.desired result, if "equity"
must be defined as a net inflow of tax payﬁénts. So much more future utility
plant is being added in the suburban areés that they give evidence of rapidly
catching uplto and outdistancing thé.Ciéy in value of taxable plant.

Statement 21 summarizes the same calculations with the éingle change
that newly—édded Commissidn_plant.is not taxable, but only plant éxisting at the
time of mergér..lThis variation results in more ﬁeafly the balance wanted, for
the City, but Anne Arundel County ané Baltimore County seem to be getting littlé
reimbursement for their'existing_plant and is paying inétead for futufé soﬁrce of
supply.

Furtﬁer modifications of this same basic procedure are possibleﬁ

(a) lThe,total payments to be ﬁade may be limited to the total gross

value of the old plant, ceasing when the total is reached.’
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(b) Plant under one ownership but located in another area may be

either taxed as if in the owning jurisdiction, or may be com-

p;etelylomitted from all taxafion.

(c) Local tax rates may be omitted and a uniform percentage pay-

ment used.

It must be recognized that these assumptions and calculations can do
nothing more than provide an-indiqation of the magnitude of the yearly figures.
There is no pfecision here. The mere assumption of taxing at ofiginal cost
cannot be justified, but figures of depreciated plant value do not exisﬁ to per-
mit an approximation of true present wérth. |

| The point to keep in focus is-th;t this is_merély one scheme for paying

for plant value over and above that compensated for by assuming outstanding debt;

its own merits and defects have no connection whatever with the merits and defects

of the formation of the Commission. .It need not be done via taxétion; the same

-result can be had by agreement. We feel that it does offer the following.

advantages:
1. It adds badly needed tax base to the eroding urban area.
2. It stands in lieu of a franchise, compensating local govern-

ment for use of its thoroughfares and for its ﬁublic services.
3. It does not conflict with but compleﬁents recent studies on
state taxatioﬁ problems. -
4. It is in line with Anne Arundel Counﬁy!s charter prbvision
requiring.publicly-ownéd utilities to pay full ad valorem taxes.
We are confident that if such almeans of compensation ié chosen, any
real inequities can be éuccessfuliy negotiated Bynghe aééembled représentatives

of the local governments.
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APPENDIX A

A SYNOPSIS OF
WATER-SEWER FACILITIES
PLANNING REQUIREMENTS
' . " OF
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

The following quote from the planning requirements gulde provides a
summary of the new requirements:

"Eligibility for assistance requires a showing that the
“individual water or sewer project is or will be consistent
‘with the short-range, areawide program which, in turn, is

adequately related to long-range areawide planning. This

requires links between the individual project, the areawide
system of water or sewer facilities, and the overall develop-
ment of the urban area. 1In developlng this relatlonshlp,

the key elements are that: :

1. the project is consistent with a short-range, areawide
water or sewer system program;

2. ‘the areawide program is. based on long-range, areawide

. water and sewer planning;
" 3. water and sewer planning is- part of 1ong range areawide
. comprehernisive planning; and
4. ‘comprehensive plannlng is conceived and carried out to
-attain urban area goals and objectives under the pollcy
direction of local elected officials."

In the preceding context '"short-range'" can be taken to mean five to ten
years, while "long-range' can be taken to mean twenty years as a minimum.

Prior to the effective date of July 1, 1968 a set of interim planﬁing
requirements will be in force as quoted below:

"A. Comprehensive Planning o
"Comprehensive planning shall be underway. A planning
agency shall have been established. While no fully
prepared plan elements are required, there shall exist
a schedule of planning activities that demonstrates
. that the regular planning requirements will be met
within a reasonable period.
_B. Water and Sewer Planning
Water and sewer planning shall be underway, and there
shall exist a schedule of water and sewer planning
activities that demonstrates that the regular planning
requirements will be met within a reasonable period.
C. Water and Sewer Facilities Programming Coordination -
1. The water or sewer facilities system program shall
be under active preparation, and' there shall exist a
schedule .of activities that demonstrates that the pro-
gram will be completed within a reasonable period.
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2. A sufficient basis shall exist for determining that
the proposed facility or facilities can be reasonably be
expected to be part of the program. _
3. There shall be initiated suitable arrangements or .
procedures for continuing relationships and the coordina-
tion of activities.
D. Project Review
1. Planning Review. Prior to submission of an applica-
tion for a water or sewer facilities grant, the applicant
shall have the proposed project reviewed and commented
on by the agency or agencies responsible for the planning
and programming described in this guide. If the agency or
- agencies do not review and comment on the proposal within
30 days, the applicant may proceed with the submission
of the application for assistance without such review and
comment. ) : .
Additional reviews as appropriate, at thé local, regional or
state level may be required by HUD. ' '
2. Other Notifications. In addition, the applicant should
notify other appropriate governmental agencies of its
proposed application, and request their comments on the
proposal, particularly as it related to the plans and
programs of such agencies. Such agencies may be state,
regional metropolitan, county municipal or other govern-
mental agencies concerned with comprehensive planning,
water and sewer planning, and provision of water or
sewer facilities and services."

.In the above context the ''planning agency" is the Regional Planning

Council, which agency is already required to review and approve such capital
grant applications. :

, .
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